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In May of last vear we published a supplement giving an outline of the history of the Reparation question from 
the Armistice until the publication of the Dawes Report. In the following pages we propose to bring the story up to 
date, and to sketch the economic conditions created by the bringing into effect of the Dawes Plan. 

The first section gives a résumé of the chief steps taken by the Allies, and a record of the bringing into effect of 
the Pian. The second part describes the results achieved in the various spheres in which the Allies have imposed 
some control over Germany. A third part briefly sets out the leading features of recent economic life in Germany, 
and, finally, some figures are given hearing upon the question of German competition and the influence of 
Reparation receipts upon other nations. 

In brief, this record shows that the Dawes Scheme was brought into effect, with comparative ease, by the arrange- 
ments made at the London Conference of last July and August, that the settlement of Germany’s economic future made 
it possible for German currency to be maintained on a_ stable basis under the strong direction of the 
President of the Reichsbank; that, in consequence, the German Budget, about which the Experts expressed 
some doubt, has more than balanced; that Germany has had no difficulty in paying her first year’s annuities, the 
greater part of these being the proceeds of the international loan successfully floated last winter; that the mortgage on 
German industry has proved to be lighter than was feared; that the railway company is making adequate profits and 
supplying its contributions under the Dawes Scheme; that there is no reason to expect difficully under the Plan for 
some time to come, but that present experience throws no light upon the critical question, namely, whether the 
Allies will be able to get money out of Germany without upsetting the currency settlement; that the payment of 
Reparations on the Dawes scale should not have a devastating effect upon other countries’ trade if world 
commerce shows anything like a reasonable normal expansion, but that present experience gives no indica- 
tion of how an export surplus is to be created; that in the meantime Germany has immensely benefited from the 
stabilisation of money, but her foreign trade, as wellas her home trade, 1s still far from normal ; that her chief handicap 


is shortage of capital; and that there are no indications as yet that she is supplanting other countries’ trade. 

A rich volume of material for the further study of the whole problem has recently been provided in the Report of the 
Agent-General for Reparation Payments; the reports submitted to the Brussels Conference by Sir Josiah Stamp; and 
the Survey of Overseas Markets issued this week by the Balfour Committee on Industry and Trade. 


RECENT HISTORY OF THE REPARATION 


(1) THE DAWES PLAN. 

Readers of our supplement issued last May will 
remember that the Expert Committee, consisting of repre- 
sentatives of the United States of America, Great Britain, 
France, Italy, and Belgium, which was appointed in 
December, 1923, reported in the following April in favour 
of a plan, of which these are the main features :- 

(a) A schedule of payments rising from a comparatively 
small figure to a standard was laid down covering a 
period of five years, the figures being : 1924-25, 1 milliard 
gold marks; 1925-26, 1.22; 1926-27, 1.20; 1927-28, 
1928-29, 2.50. 

(b) The experts did not fix a total to be paid by Ger- 
Many, but, on the other hand, they could not confine 
themselves merely to five years’ payments. They there- 
fore provided that the last figure should continue over 
subsequent years, subject to variation, in accordance with 
an index of German prosperity, the calculation of which 
Was carefully laid down; it was also provided that the 
annual payments might be varied up or down if the value 
of gold changed appreciably. 

(c) The payments were not, however, all to be met from 
the Budget, but were to be made up by the interest from 
Onds to be issued by the German railways (which were 
Placed under new management independent of the State), 
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by certain other charges upon transport, and by a mort- 
gage imposed upon industrial undertakings. In the first 
vear, four-fifths of the annuities was to be paid from the 
proceeds of an international loan, the floating of which 
the Allies undertook to facilitate, it being realised that the 
placing to Germany’s credit of this sum in foreign curren- 
cies would assist her to maintain her exchange at parity 
with gold. 

(d) The new railway company was to be put under some 
degree of foreign control, and trustees for both the 
railway and the industrial debentures were to be 
appointed. 

(e) Contributions from the Budget were to be safe- 
guarded, not by putting the whole of German finances 
under Aliied supervision, but by the assigning of certain 
specified revenues to a_ representative of Germany's 
creditors. The general direction of Germany’s finances was 
left unfettered, subject to the right of the Commissioner 
of Controlled Revenues to take measures to increase their 
productivity if the assigned items should prove insufficient. 

(f) The Plan laid down the important principle that 
Germany should be held to have paid her debt when she 
had placed at the disposal of the Allies the necessary sums 
in German currency. These sums were to be placed in 
the hands of an Allied Transfer Committee, who would 
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have the task of converting them into foreign money 
without upsetting the exchange. The experts indicated 
that the Allies must take powers to act if Germany were 
found to be indulging in ‘‘ financial manoeuvres "’ definitely 
intended to defeat this process of transfer abroad. : 

(g) In order to prevent a new currency slide, a new 
bank was to be set up, over which the creditors of Ger- 
many should, in the last resort, have equal authority 
with the German representatives. This governing board 
was to be represented by a commissioner, who would be 
kept informed of the bank’s proceedings. 

{h) The Experts, whose proposals were based upon 
the postulate that Germany should regain her economic 
sovereignty, nevertheless added that control would have 
to be enlarged if flagrant default were proved. 


Two factors combined to give the Plan the chance 
denied to previous efforts to solve the Reparation prob- 
lem. The first was the prompt announcement by Mr 
MacDonald, Prime Minister and Foreign Secretary in the 
Labour Government that had come into power in Feb- 
ruary, 1924, that Great Britain accepted the Plan as a 
whole—a _ declaration followed by the agreement of 
Germany. The second was the new relations he had been 
able to establish with France, relations which led directly 
to the substitution for M. Poincaré, who had quibbled 
over the Plan, of M. Herriot. 

Preliminary difficulties created by M. Herriot’s effort 
to link the settlement of Reparations with the problems of 
debts and security were overcome by Mr MacDonald's 
insistence, on the one hand, on the importance of concen- 
trating on the single concrete issue of the Plan as the 
agenda for a Conference, and, on the other, by his under- 
taking to raise the matter of inter-Allied debt at a later 
stage, and to discuss, as soon as possible, the question of 
security. 

The London Conference, therefore, assembled in July, 
1924, for the single purpose of working out the method 
and conditions of applying the Dawes Plan, and was able 
to face its problems in an atmosphere of mutual goodwill 
that contributed largely to success. 


(2) THE WORK OF THE LONDON CONFERENCE. 


The London Conference opened its deliberations at the 
Foreign Office on July 16th, and concluded them exactly 
one month later. The following signatories of the Ver- 
sailles Treaty were officially represented :—The British 
Empire, France, Italy, Belgium, Japan, Portugal, Greece, 
Rumania, and the Serb-Croat-Slovene kingdom ; while two 
‘* observers ’’ from the United States attended the meet- 
ings and played a prominent part in the Conference. On 
August 2nd Germany was invited to send representatives, 
not, as on previous occasions, to be presented with the 
cut-and-dried decisions of the Allies, but to ‘‘ discuss’”’ 
with the Conference the best means of achieving its end— 
a new and significant departure in post-war diplomacy. 
The German delegates arrived three days later, and many 
of the subsequent decisions of the Conference were ren- 
dered additionally valuable for practical purposes by reason 
of their ‘‘ agreed ’’ character. 


The Terms of the London Agreement, 

In the London Agreement, initialled by the representa- 
tives of the conferring Governments and of the Reparation 
Commission on August 16th, and formally signed as a 
Protocol on August 30, 1924, the signatories confirmed 
their acceptance of the Dawes Plan, and agreed to its 
being brought into operation. Certain agreements neces- 
sary for that purpose were signed ne varietur (except as 
regards certain dates mentioned in Annex III. below), and 
are to be regarded as mutually interdependent. The 
Protocol was followed by four annexes, the first of which 
was as follows :-— 

Annex I. set out the terms of agreement between the 
Reparation Commission and the German Government :— 
(1) The German Government undertakes to take all appro- 
priate measures for carrying the Dawes Plan into effect, 
especially as regards the promulgation of laws and regula- 
tions, notably those concerning the banks, the railways, 
and the industrial debentures in the form approved by the 
Reparation Commission. It will also apply the necessary 
provisions as to the control of the revenues assigned as 
security for the annuities under the Dawes Plan. (2) The 


ieee 
Reparation Commission undertakes on its side to take all 
appropriate measures for carrying the Plan into force, and 
in particular to facilitate the issue of the German Loan, 
and for making necessary financial and accounting adjust. 
ments. (3) The Reparation Commission and the German 
Government agree in their respective spheres to carry into 
effect such additional arrangements as may be agreed as 
necessary to the application of the Plan—these to be signed 
later on, and to form a schedule to the London Pact. 
lurther, any dispute that may arise as regards the agree. 
ments or the German legislation to put them into effect 
shall be referred to arbitration. 

Annex II. contained an agreement between the Allied 
Governments and the German Government, set out in six 
clauses. Clause 1 laid down that disputes arising under 
Annex I. above should be referred to three arbitrators 
appointed respectively by the Commission, the German 
Government, and the two authorities jointly, or, failing 
agreement as to the third member, by the Permanent Court 
of International Justice at The Hague. Clause 2 sct upa 
Transfer Committee in connection with German Repara- 
tion deliveries, and defined its functions in great detail, 
Germany recognised the right of this Committee to pursue 
ordinary Commercial methods in employing the funds at 
its disposal, and that the programmes for deliveries should 
not go to the limitations fixed by the Treaty of Versailles, 
but should be fixed ‘*‘ with due regard to the possibilities 
of production in Germany, to the position of her supplies 
olf raw materials, and to her domestic requirements in so 
far as is necessary for the maintenance of her social and 
economic life, and also with due regard to the limitations 
set out in the Experts’ Report.’’ Germany undertook to 
facilitate the execution of programmes drawn up on these 
lines, but in default of agreement, either between the 
members of the Reparation Commission or between the 
latter body and Germany, provision was made for their 
being fixed for certain periods by an Arbitral Commission 
appointed in advance in the same manner as the arbitrators 
referred to above, the chairman of which was to be a 
citizen of the United States of America, and whose decision 
was to be final. Allied Governments, if dissatisfied, might 
submit reasoned claims to this Commission. Clause 3 pro- 
vided for a Special Commission, on which the Allies and 
Germany would be equally represented, with power to 
co-opt a neutral member to determine procedure with 
regard to deliveries in kind. Clauses 4 and 5 made provi- 
sion for arbitration in case of possible differences between 
the Transfer Committee and the German Government, of 
of divided opinion on the Transfer Committee itself on 
certain matters, including the question whether German) 
was indulging in financial manoeuvres to defeat the Plan, 
Clause 6 prescribed the procedure for an appeal to arbitra- 
tion where any Allied Government might consider that 4 
defect existed in the Plan, regards collection of 
deliveries, which might be remedied without affecting the 
v'tal principles of the Plan. 

Annex III. stated that the Dawes Plan would be con- 
sidered to have been put into execution when the Repara- 
tion Commission had declared that Germany had (4 
voted in the Reichstag, and promulgated, the necessary 
legislative measures for imposing a mortgage on industry, 
for placing the railways under an independent company, 
and for establishing a new and independent bank of issue: 
(b) installed the executive and controlling bodies provided 
for the Plan; (c) constituted the bank and the German 
Railway Company; and (d) deposited with trustees certi- 
cates representing the railway bonds and industrial debe 
tures ; and when, in addition, contracts had been conclude’ 
assuring the subscription of a loan to Germany of 8° 
million gold marks, as envisaged in the Dawes scheme 
The fiscal and economic unity of Germany was to be co” 
sidered as restored when the German authorities in occ’ 
pied territories had been re-invested with the relevat™ 
powers they exercised before January 11, 1923, all under 
takings exploited under Allied management had been t 
stored to their owners, and restrictions on the movements 
of persons, goods, and vehicles in the occupied areas hae 
been removed. The annex also contained a time-table ae 
the carrying out of the various measures, and provider 
for amnesty in respect of offences in occupied territorie 
since January, 1923, and other conciliatory measures. 

Annex IV. gave the terms of agreement between 
Allied Governments. In all deliberations 
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Dawes Plan a seat on the Reparation Commission was to 
be occupied by a representative of the United States, hold- 
ing ollice for five years. To secure the service of the con- 
templated gold mark loan the Allies undertook to safeguard 
any pledged specific securities if it were found necessary to 
impose sanctions in consequence of a German default, and 
further stipulated that the service of the loan should enjoy 
ibsolute priority over all other claims whatever. Unless 
otherwise stated in the London Agreement, the signatory 
Governments reserved all their rights under the Treaty of 
Versailles. 

Outside the main body of the Agreement was the pro- 
mise given by the French and Belgian delegates of the 
complete evacuation of certain occupied zones forthwith, 
and the withdrawal of their military forces from the Ruhr 
in a maximum period of twelve months. 


The Significance of the Agreement. 

The significance of the London Agreement has been 
well described by an American critic, Mr George P. Auld, 
in a recent address before the Chicago Council on Foreign 
Relations. The Dawes Plan, he stated, gave Europe what 
it had badly needed for six unhappy years—a modus 
vivendi. ‘It was a triumph of the princ iple of attending 
to first things first, of acting on things agreed instead of 
waiting for agreement on everything.’ ‘ The general 
bac kground of the arrangement created by the London 
Conference was acceptance of the principle of arbitration. 
Sixteen or seventeen separate arbitrations were provided 
for. Many of them are likely never to be invoked, for 
an agreement to arbitrate is evidence of a frame of mind 
— h leads toward direct settlements by the parties them- 

WOR ieccxsiccs The chief significance of the m machinery set 
up is psychological rather than technical.’ 

The Dawes Plan and the London - indeed, 
marked a considerable advance in numerous ways on the 
policy which had previously made of the Reparation 
question a running sore in European politics. For the 
first time since the war the Allies negotiated with instead 
of dictating to Germany. The principle of arbitration, 
which was a natural corollary, did not, indeed, supersede 
the appeal to force, but, nevertheless, succeeded in inter- 
posing an elaborate series of barriers between a complaint 
of German default and extreme action by any one Allied 
Power. The Agreement promised a long respite from the 
periodical crises over Reparations whic h had previously 
occurred with distressing frequency. Last and not least, 
the carrying out of its provisions offered the chief Euro- 
pean Powers an opportunity for stabilising their own in- 
ternal finances, and thus avoiding many of the currency 
troubles which had proved so formida tble a barrier to 
international trade. 

These beneficial results—which may be summed up in 
a phrase, the translation of the Reparation problem from 
the political to the economic sphere—are by this time 
fairly well known and appreciated. 

At the same time, the Agreement left several loop- 
holes for future dispute in certain circumstances. Thus 
Irance did not agree to the immediate military (as dis- 
tinguished from ‘‘ economic ’’) evacuation of the Ruhr, 
and until her troops have left this area it is questionable 
whether Germany can really be said to have regained her 
economic sovereignty. As the evacuation promised by 
this August is, however, contingent only on the carrying 
out of the London Agreement ‘in the spirit of good 
faith and pacification which inspired the deliberations of 
the London Conference,’’ and is not related to such con- 
troversial questions as German ‘‘ disarmament,’’ &c., the 
next two or three months should witness its complete 
and final accomplishment. 

A more serious set of considerations centres round the 
possible consequences of a _ hypothetical German 
“ default,’’ i.e., a failure to provide, for one reason or 
another, exac tly what is required of her under the heading 
of Reparation. The Dawes Plan and the London Agree- 
inent make it as difficult as possible for any power to 
take the law into its own hands. Arbitration is provided 
if the Reparation Commission is not unanimous on a 
default question. Sanctions can be applied only in the 
event of “‘ flagrant failure (by Germany) to fulfil the 
conditions accepted by common agresment,’’ and in the 
event of such default the Allies have undertaken to confer 
without delay as to the nature of the sanctions to be} 


applied. As to what is to happen should the Allies fail 
to come to agreement in such a contingency the London 
Agreement is silent, except in so far as its concluding 
words suggest somewhat disquieting possibilities. ‘‘ The 
cxisting rights of the signatory powers under the Treaty 
of Versailles, read with the Dawes Report, are reserved. o 
In other words, France might conceivably revert to her 
earlier inte rpretation of that clause in the Treaty whic h 
speaks of action by ‘‘the respective powers,’’ and 
proceed to re-occupy the Ruhr. That weighty arguments 
exist, however, against the probability of such an occur- 
rence, we endeavour to show at the end of Part I. of this 
‘** Supplement.”’ 


(3) IMPLEMENTING THE LONDON AGREEMENT. 


The London Agreement came before the French 
Legislature during the last week of August, 1924, and 
easy passage, M. Herriot’s policy 
being approved in the Chamber by 336 votes to 204, and 
in the Senate by the surprisingly large vote of 200 to 40. 
In the course of debate, M. Herriot revealed that he had 
agreed to the evacuation of the Ruhr after consultation 
with Marshal Foch, who did not regard the occupation as 
In Germany the position 
for a time appeared less promising, as the Nationalist 
Party proclaimed its decision to vote for the rejection of 
the Agreement, the Government’s counter-move being a 
threat of dissolution of the Reichstag if the necessary 
two-thirds majority was not obtainable. On matters 
being brought to an issue, more prudent counsels 
prevailed among various members of the intransigent 
party, and the Dawes Bills having been duly passed by 
the Reichstag, the terms of the London Agreement 
became definitive with the final signature of that docu- 
ment by the parties concerned on August 30, 1924. 
Matters thenceforward moved with a clockwork pre- 
cision, which spoke well for the comprehensiveness of the 
arrangements made by those responsible for the drafting 
of the Dawes Plan and the London Agreement. The 
‘‘Dawes Laws ’’ passed by the Reichstag provided for 
the initiation of the new Bank, the Railway Company, and 
the Mortgage on Industry in the form laid down in the 
Report. The French, who had already carried out the 
promised evacuation of certain areas outside the Ruhr, 
thereupon handed over the administration of the Ruhr 
and other occupied districts to the German authorities, 
restored the mines and factories to their German owners 
and management, and reliquished their hold on the rail- 
ways according to the time-table arrived at by the London 
Conference. The Agent-General for Reparation and his 
staff were duly appointed and installed in Berlin. The 
resultant partial demobilisation and reorganisation of the 
Reparation Commission not only represented a saving 
of cost, but replaced a body which had become associated 
in many people’s minds with a policy scarcely judicial by 
one which had at least the advantage of a clean sheet in 
this respect. The machinery of control over German 
revenues and the new Bank came into being without 


secured a surprisingly 


necessary to French security. 


friction, and the mortgage bonds which were issued on 
industrial concerns proved a less onerous burden than 
had been expected. 


The Loan. 

Finally, the issue of the 800 million gold marks 
loan, ‘‘ the most important single development of the tran- 
sition period,’’ according to the Agent-General, turned 
out to be a conspicuous success. The London emis- 
sion in October, 1924, of 12,000,000 7 per 
cent. sterling bonds at g2 per cent. was_ rapidly 
over-subscribed, despite a hostile campaign which had 
been carried on for some weeks previously in a section of 
the British Press, while in the case of the New York 
issue of $110 millions it was found necessary to 
close the lists within a quarter of an hour of opening. 
The following table, extracted from the Report of the 
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Agent-General issued on May 30, 1925, shows the tranches 
of the Loan taken up by the various countries :— 


Net Proceeds.* 

















Tranche. | amie cee cei 
mount. FE oreign Currency. Gold Marks. 
SINND oignssessesecesncs $ 110,000,000 95,625,000 _—-«400,628,338.50 
PENS Dak pebeecaxccan ens £ 12,000,000 £ 10,255,386 13 11 192,943.039.66 
RS rence cut cascanbee £ 1,500,000 £ 1,295,625 0 0 24,375,656.83 
RP cabs skecksdkedocnsecn £ 2,500,000 £ 2,160,231 4 8 40,642,203.74 
PL ceacseenssssenispace 7 3,000,000) £ 2,550,808 3 9 48,178,586.86 
NR: 9u55pcnaneseseenn sku Lire 100,000,000|Lire 86,300,000 15,696,751.68 
7. Swedish... — ebesbane she 8.Krs. 25,200,000 S.Krs.21,751,060 24,250,106.64 
8. Swiss (sterling) ckabheanake £ 2,360,000, £ 2, 065.000 38,850,540.37 
9. Swiss (Swiss irancs)........S.F rs. 15,000,000 S.Frs.11,855,468.70 9,521,735.95 
ERNE. Gapecesonaccecoucc £ 360,000) £ _ Sis, 000 5,926,353.62 
'801,013,283.85 

Le *$8 Expenses ot i issue, negotiation, and 
delivery since receipt of proceeds.. 19,623.10 
ai is 800,993,655.75 





*The figures are subject to final adjustment, depending upon the ex penses 
of issue, negotiation and delivery. 


The bonds in every case bear interest at 7 per 
cent., and are redeemable in 1949. Since certain 
concessions made by one or more of the Allies at the Lon- 
don Conference were not unconnected with the necessity 
for prov iding sufficient security for the investor to make 
the issue of this loan a feasible commercial proposition, 
we may usefully set out the gist of a statement "’ 
attached to the prospectus of the London issue giving the 
nature of the security provided. . 

The service of interest and amortisation is (1) A direct 
and unconditional obligation of the German Government 
—o. on all the assets and revenues of that Govern- 
ment. A specific first charge on all payments provided 
for ia the plan of the Dawes Committee to or for the 
account of the Agent-General for Reparation Payments, 
such charge being prior to Reparation and other Treaty 
payments, which in turn have a specific precedence over 
the existing German debt. A first charge by way of 
collateral security on the ‘‘ controlled revenues,” 1.e., the 
gross revenues of the German Government derived from 
the Customs and from the taxes on tobacco, beer and 
sugar, the net revenue of the German Government from 
the spirits monopoly, and such tax (if any) as may here- 
after be similarly assigned by the German Government in 
accordance with the terms of the final protocol of the 
London Conference. The Reparation Commission have 
postponed in favour of the charges created in respect of the 
loan all Reparation and other charges upon the payments 
to the Agent-General for Reparation Payments, including 
charges in respect of deliveries in kind or payments there- 
for, whether direct or through the operation of any Re- 
paration Recovery Act or Decree. 

Thus, Allied Government 
guarantee, as in the case of the Austrian loan of June, 
1923, the investor possesses security of the highest order. 
Moreover, the service of the loan is amply covered. The 
amount required for interest and sinking fund should not 
exceed about 914 million gold marks. 
the Agent-General for Reparation Payments have been 
fixed at 1,000 million gold marks for the first year, and 
are expected to increase thereafter until they reach 2,500 
million gold marks for the fifth and subsequent years. The 
annual gross receipts of the controlled revenues should 
exceed 1,000 million gold marks. 


though there is no direct 


The payments to 


Further, the German 
Government may not create any further charge upon the 
controlled revenues ranking in priority to or pari passu 
with the charge created in favour of the bondholders of 
this issue. The Agent-General for Reparation Payments 
is one of the trustees for the bondholders, and it is pro- 
vided that funds which have to be sent abroad shall have 
an absolute right of remittance, which will have 
over Reparation or other payments. 

present by the various 
institutions set up in accordance with the terms of the 
Dawes Plan and the London Agreement are dealt with in 
Part II. of this supplement. We append here a list of 
their personnel :— 


priority 


The results achieved up to the 
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s UNDER the Report of the Frrst CommirrEr of Experts and 
the Lonpon AGREEMENT. 











Organisation. Position. Name. | Nationality, 
Reparation Com-|Additional Member of the T. N, Perkins ...... | American 
mission Reparations Commis- 
sion on Dawes Plan 
questions 
TransferCommittee Members of the Com--J, E.Sterrett... ...| American 
mittee J. Parmentier...... | French 
AMEE 5 es ne nw ce 2 | British 
P. Jannaccone ..../ Italian 
A. E, Janssen......| Belgian 
Co-ordinating Members of the Board .. 8. P. Gilbert ...... American 
Board G. W. J. Bruins... .| Dutch 
G. EeOVOTVO 2060000. French 
A. McFadyean ....| British 
OER 50s s 005s Italian 
L. Delacroix ...... Belgian 
Reichsbank........ Commissioner ...-...... G. W. J. Bruins...., Dutch 
[President of the Manag- Dr. H. Schacht ..... German 
ing Board of the 
General Council 
Managing Board ........ Dr. K.von Grimm.. 
| Herr K. Kaufmann 
HerrP.Schneider(1) 
HerrP. Schneide r(2) - 
Herr A. Budozies. . *° 
Dr. B. Bernhardt .. | 
Herr O. Seiffert... ” 
Dr. W. Vooke...... ” 
Dr. K. Friedrich .. * 
Herr R. Fuchs ... * 
Reichsbank ...... General Council ..... . Sir Charles Addis. .| British 
C. L. Sergent ......| French 
C. Feltrinelli..... Italian 
BE. Franequi Belgian 
Gates W. McGarrah American 
W. J. Bruins....| Dutch 
G. Bachmann .....| Swiss 
HerrC.Wassermann German 
Herr von Mendels 
sohn 
Herr F. Urbrig ... a 
Herr H. Remshard. m 
Dr. L. Hagen 
Herr Max M. War 
burg 
Dr. H. Schacht ... - 
German Railway|\Commissioner .........- G, Leverve .. French 
Company WORRIED, <0:0--c0sc00e I.. Delacroix Belgian 


P resident ‘of the Board Herr von Siemens. .| German 
of Management 

Board of Management .. The late Sir Wm | British 
Acworth 

Jules Jadot .. . Belgian 

E. Bianchini ..... Italian 

M. Margot French 

Herr Bergmann.... German 

Dr. von Miller 


Herr Munchmeyer a 
Herr Sarre .... s 
Herr BStieler ..... - 


Herr Arnhold...... 

Herr von Batocki 

Dr. Ing Blum......| as 

Herr Buck : A 

Herr Dan Fisc her. 

Herr Vitus von 
Herbll 

Herr P. Klockner 

CEE sxesesns » 

Vr. Ing. Carl von ‘ 
Siemens 

. \Herr Oeser ... 2.000) 


Director-General .. German 


Bank for Industrial/Trustee...........- eV IIOOER incense | Italian 
Debentures Board of Directors . H. Debeyster..... French 
OD. BrOTSGRS ..ccces Belgian 
Dudley Ward...... British 
Dr H. Bucher.. German 
Or K. Lammer ... aa 
ir J. Frechtheim as 
yr E,. Trendelen 
DE scutes sees a 
Dr BE. BORN. .0s600% * 
a. ere ss 
ferr T. Schwabach, - 
+. W. McGarrah . American 
Mario Alberti..... Italian 
M. Dubois ........| Swiss 
President of Board o! Herr von Krupp German 
Directors 
Controlled Re-;Commissioner ......... Mr A. McFadyean.. British 
venues VOOR .cccvccecee American 
Advisory Commit i Awessabases French 
tee for Contr: led, a Sekaxaceeans British 
Revenues i “eeaseeetens ta lan 
esenadeene Belgian 
Committee for De--Members of the Com. 3ir pT. Urwick..... 
liveries in Kind mittee Rs BRCM «xc. -c0000s 
4, Bemelmans ... 
V. Laviosa ....... 
Dr Cuntze ....... German 
Dr Schaeffer ..... ” 
Dr Litter ........ . 
Dr Reipert ...... ” 
i. Wallenberg | ie 
= . 9 . one 
(4) THE PARIS CONFERENCE. 


The carrying out of the Dawes proposals regularised 
the financial relations of Germany and her Reparatior 
creditors. The next stage was the effort of those creditors 
to determine varying outstanding questions as to the dis- 
tribution of available receipts at a Conference of Finance 
Ministers held in Paris in January, 1925. The discussions 
were mainly concerned with the costs of various Commis- 
sions and Armies of Occupation provided in the Treaty of 
Versailles, America’s claim to a share in the Dawes 
annuities, Belgian priority, and the respective percentage 
of the total receipts to be obtained by the remaining Allies, 
and last, but not least, with the division of the spoils 


obtained by France and Belgium from the “‘ exploit ation 
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of the Ruhr. The Conference succeeded in escaping the 
obvious danger of being drowned in a sea of detail, and 
a comprehensive agreement was signed on January 14; 
1925, after a shorter period of negotiations than had been 
expecte -d. 
The Terms of the Paris Agreement. 
(a) It was agreed that the maximum annual charge for 
he Reparation Commission—to be defrayed, of course, 


oe of the Dawes annuities—should be 7} million gold 


marks from September 1, 1925, inclusive of 3.7 millions 
for the various organisations set up under the Dawes 
Plan. The maximum annual cost of the Inter-Allied 


Rhineland High Commission and the Military Cemmission 
of Control was fixed at 10 million and 8 million gold marks 
respectively (exclusive of the Military Commission’s ex- 
penses in national currencies). The extent to which the 
cost of armies of occupation is to be allowed as a prior 
charge on the annuities was fixed for the twelve months 
ended August 31, 1925, at 110 million gold marks for the 
French army, and 25 millions each for the British and 
Belgian, any furthe ‘r charges falling to be added to Re ‘para- 
tion arrears. The scale for costs in subsequent years is to 
be assessed later. 

(b) The United States of America was allocated a de- 
finite sum of 55 million gold marks per annum out of the 
Dawes annuities as payment for her occupation costs, and 
in Reparation receipts of 2} per cent. (with a 
maximum of 45 million gold marks in any one year) in 
respect of her Reparation claims, to be contributed pro- 
portionately by the other participants out of their own 
shares, 

(c) Belgium waived her claim to priority in the distri- 
bution of Reparation moneys. As a quid pro quo her 
share was fixed at 8 per cent. instead of 4} per cent. for 
the vears ending August 31, 1925 and 1926—the lower 
figure to be reverted to when her priority rights have been 
fully met—and 4} in succeeding years. The Greek and 
Roumanian percentages were fixed at 0.4 per cent. and 
1.1 per cent. respectively. Apart from the adjustments 
rendered necessary by these decisions, the general pro- 
visions agreed on at the Spa Conference were confirmed 
as regards Great Britain and France. 

(d) It was agreed that any profits accruing from the 
occupation of the Ruhr were to be set off against the 
Reparation claims of the Powers receiving them, but that 
the Dawes annuities were not subject to claims in respect 
of the Ruhr occupation arising earlier than September 1, 
1924. 

The conclusion of the Paris Financial Agreement reflects 
in no small degree the willingness of many of the chief 
protagonists to make substantial concessions. America 
reduced her initial claims in deference to the wishes of the 
Conference, while the other Allies waived their theoretical 
objection to a Power which was not a signatory to the 
Versailles Treaty obtaining a share of the receipts resulting 
therefrom. Belgium contributed to the pool of concilia- 
tion and accommodation by making a sacrifice in respect 
of her priority rights, Great Britain consented to put her 
signature to a document which, while not explicitly 
admitting the legality of the Ruhr adventure, certainly re- 
cognised it as a fait accompli, and acquiesced in the re- 
tention of the spoils by those who had seized them. 


(5) THE REPARATION RECOVERY ACT. 

In 1921, when the Allies were endeavouring to bring 
pressure to bear on Germany to secure her acceptance of 
the abortive London Agreement of that vear, the so-called 
Reparation Recovery Act was passed as one of a number 
of coercive measures designed to secure that end. This 
measure has, in practice, proved a principal means of 
obtaining a regular flow of Reparation payments, aggre- 
gating some £.25,000,000. The procedure adopted, with 
the co-operation of the German Government, has been as 
follows :—The English importer of German goods has 
paid 74 per cent. of the price to the German seller, and 
26 per cent. to the English Customs, and sent the 
Customs receipt to the seller, who has obtained an 
equivalent payment from the German Government. Fora 
limited period during the Ruhr occupation the German 
Government protested its inability to find the cash with 
which to reimburse its exporters, and the levy became 
purely protective in effect, while at a later date the Labour 
Government in Great Britain reduced the percentage from 


a share 








5 





26 per cent. to 5 per cent. for a short time, but with these 
exceptions the method of collection remained substantially 
as indicated. Great Britain’s initiative in the matter was 
followed later by France. 

After the machinery of the Dawes Plan had been set 
up, however, a rather anomalous position arose as between 
the British authorities and the Agent-General for Repara- 
tion Payments. The latter naturally disliked a plan under 
which a substantial amount of the receipts obtainable 
from Germany did not pass through his accounts, and 
one, moreover, which put a charge upon the cupertanen 
assets of Germ: iny without bringing them under review 
by the Transfer Committee. After much discussion an 
agreement has therefore been made with all the parties 
concerned that the Acts shall function in a new way. 
German exporters will, in future, periodically surrender 
to their Government an amount of sterling equal to 26 
per cent. of the British customs’ valuation of imports 
from Germany during the previous month, against subse- 
quent reinbursement in marks through the Agent-General, 
800 of the principal German exporting firms having given 
an undertaking to this effect. The money will thus be 
paid in bulk instead of on specific transactions, and the 
amount will be reduced if the yield is greater than the 
sum due to Great Britain for her share of Reparations. 
The German Government, on the other hand, has agreed 
to establish a reserve fund of £500,000 sterling to pro- 
vide against temporary fluctuations in the amount of ster- 
ling received from German exporting firms. 


(6) FUTURE PROSPECTS OF THE PLAN. 


The extent to which the Dawes Plan has removed Re- 
parations from the political arena has been strikingly 
demonstrated by recent events. Of the most important 
European Governments whose representatives negotiated 
the London Agreement not one remains in office to-day 
(with the exception of Signor Mussolini’s Government in 
Italy), but the mechanism of Reparation has remained 
absolutely unaffected. While Great Britain has exchanged 
a Labour for a Conservative Administration, and 
France has replaced M. Herriot by M. Painlevé with 
his colleagues MM. Briand and Caillaux; while Belgium 
has been endeavouring to forge an effective Government 
out of a political stalemate, and Germany has admitted 
Nationalists to her Cabinet and elected a Nationalist Presi- 
dent—the Agent-General for Reparation Payments has 
continued imperturb: ibly to issue the colourless monthly 
reports which are the sole outward and visible sign of the 
present existe nce of a Reparation problem. In the ‘ dis- 
armament ’’ controversy, and the tentative “ security 
pact’’ negotiations, Reparations have played no part 
whatever. 

But this appearance of tranquillity should not deceive 
anyone into a belief that the Reparation question has been 
finally disposed of, and nothing remains but to take the 
proceeds as they mature. The facts as they stand fully 
justify the note of caution expressed in a recent speech 
by Lord Bradbury, who of ail men ought to be able to 
form an accurate judgment. When Germany has begun 
to defray the Dawes annuities, not out of borrowed money 
but out of her own resources, it will be possible to measure 
b r ability to sustain the full weight of the burden imposed 
on her by the Dawes Plan. When extensive payments 
abroad have to be made in cash, as well as in kind, 
the machinery set up under the plan will for the first 
time be se -verely tested, and the ability of the Allied nations 
to receive Reparations without straining their own econo- 
mic systems disclosed. In the second part of chis Supple- 
ment we give the latest available. information regarding 
the various sources from which the wherewithal for Re- 
parations must ultimately come—the German State 
revenues, the Railway Company, the Industrial Bonds, 
&c.—-and leave our readers to draw their own conclusions 
from the evidence. We have shown above that if Repara- 
tions are not forthcoming on the scale envisaged by the 
Dawes Committee, the Allies have reserved, in the last 
extreme, all their right under the Treaty of Versailles, 
which, on the French thesis, would permit of a_re- 
occupation of the Ruhr, and throw the whole question into 
the melting pot once more. Is such a contingency at all 
likely? No definite answer can safely be hazarded at this 
stage, but one or two factors may be pointed out suggest- 
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ing that independent action by France on these lines is 
much less probable than would have been the case two 
years ago. In the first place although the Government 
of the United States have accepted no formal responsibility 
for the Dawes Plan, that country is interested in so many 
different ways as to make it unlikely she would stand by 
and see it completely wrecked without making a consider- 
able effort to save it. The scheme has for its god parent 
the Vice-President of the United States; 


| Ruhr occupation, 


American inves- | 


tors found one-half of the money raised to finance it, and | 
were encouraged so to do by President Coolidge; on its | 
administrative side the scheme is manned predominantly | 
by Americans, and their Government is to receive two and 
No Euro- | 
of | 


| 


a-quarter per cent. of the money it produces. 
pean State would care lightly to resist the weight 
American influence were the latter to be thrown dec isively 


THE DAWES PLAN 


(1) THE BUDGET. 
Germany's Budget for 1924-25 shows considerably better 
results than the Experts sntioloated. The Treasury return 
showing actual intakingss and payments-out April, 1924, to 
March, 1925, inclusive, is :— 
Receipts— 
Taxation.... 
Administration receipts .. 


Millions of Marks. 
7.3117 
4745 


~ 


—— 7,786-2 
Expenditure— 
Subventions to States and Municipalities .. 
Federation administration ..... 


2,629°3 
4,266°2 


seereee o 


6,895°5 


Redemption of gold loan ........ 2309 


7,126°4 


DOS ccckebdubesseve ss een 


eeeeeere 


These sums are a little less than Germany will actually 
receive in respect of 1924-25, for the reserved revenues 
for March, 1925, were handed over to the Controller, Mr 
McFadyean. As the Dawes Plan does not ask Germany to 
pay anything out of the Budget this year, such sums are 
passed back to the Government. But as they have to be 
verified there is a period of delay, and on the last day 
of March, Mr McFadyean had sums in hand payable to the 
Government. The surplus shown is much better than was 
expected. Indeed, the vield of taxes increased rapidly 
from quarter to quarter in the financial year 1924-25, the 
figures for each quarter being as follows 

Millions of Marks. 
1,514.8 
1,784.3 


1,993.9 
2,018.9 


Ist quarter . 
2nd ,, 

3rd 
4th 


” eeeeeeesee 


er ee 


7,311.7 


As the revenue showed much better results than the 
Government budgeted for, it permitted itself certain ex- 
penditure, which were detailed by the Finance Minister to 
the Reichstag on April 30th :— 

Millions of Marks 
seeksbeseuse> DES 
3,382 
7,312 
4,567 
1,185 
1,922 


348 


Estimated receipts from taxation were..... 
Estimated Federal share thereof ..........02.2. 
ee ee ere 

» Federal share ....... 
Surplus of Federal share over estimate ......seceeeeees 
Or, including profits from Mint, interest, &c... 
There against— 

For covering of estimated deficit .. 


see teee 


1,574 
577 
136 


Realised surplus 
Special liabilities to be met out of surplus— 
Old debts from passive resistance time, &c. 
Redemption of Gold Loan (above estimated 100 million 
marks) 
Compensation for losses through enforced liquidation, 
&c., to States for property lost through Peace Treaty, 
GS. os» 527 
1,240 
344 


eee eee eee eee eee eeeee 


Net surplus in hand after payment of special liabilities 


The Finance Minister in the period covered, however, must 
have underspent, his actual balance on April ist being— 
as shown above—659.8 million marks. It is of consider- 
able interest to see what items are responsible for the great 
difference between the estimate and the actual realised 
income. This is given in the following table :— 
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into the scale at a time of crisis. In the second place, 
French expectations in 1925 are framed on much more 
modest lines than in 1923. ‘The process of disillusionment 
may be said to have started in the early months of the 
when France discovered that the whole 
coal output of the Ruhr mines was not available for 
Reparations, but that costs of production must first be met, 
and only the profit—if any—was available for Reparations, 
For the future, France is much less likely to confuse sub- 
stance—however disappointing—with shadow. One may 
therefore venture to hope that the Dawes Plan will be 
given every opportunity to succeed on its own merits, and 


that for five years at least Europe will enjoy a respite during 


which it may put its economic affairs in order without the 
intervention of the Reparation question to upset its hopes 
at every stage 


IN OPERATION. 


Estimated. 
Marks 

5,243.7947,035 .. 
-—In Millions 


Realised. 

Marks 
7,311,748,258 

of Marks.— 
2,210 
314 
499 
1,794 
119 
168 
313 
556 
513 
195 
217 
141 
94 


not 


All taxes coccce. sce 

Thereof 

Income-tax 

Company income-tax 

Property tax 

Sales tax 

Luxury tax 

Capital transactions tax 

Traftic tax 

Customs 

LOvbacco 

eee 

Sugar 

Spirits 

Wine 
The corresponding details of 
known. 

As regards the future, however, it has to be remembered 
that there are heavy items still to go upon the German 
Budget, the Reparations being the most important of these. 
The Dawes Committee Report, oe contained 
somewhat detailed criticism of the German Budgt 
and the various items in it, and suggested addition: il taxa- 
tion. The present German Governme nt accepts this view, 
and has put forward a plan for additional taxation. 

The Budget and Supplementary Budget for 1925-26 have, 
however, not yet been sanctioned. This Budget was 
drafted before the taxation results of 1924-25 were known; 
and the taxation yield estimates of 1924-25 were accepted 
for 1925-26, almost without ch: inge. The original Budget 
for 1925-26 showed a deficit of 277 million marks, or with 
the Supplementary Budget 349 million marks. The com- 
bined Budgets show : 


expenditure are yet 


*t Syste 


Mills. of Mark: 
5,671 
6,020 


Revenue, ordinary and extraordinary ....eeee.. 

Expenditure, ordinary and extraordinary........ 

Deficit 349 
According to the Finance Minister’s statement to the 
Reichstag of May 14th, the surplus yield of taxation re- 
maining to the Republic will be less than in 1924-25, being 

840 million marks as follows :— 
Mills. of Marks- 


6,527 
2,305 


Gross taxation receipts 
Subventions to States and Municipalities... 


Against this 840 million marks stands the above Budget 
deficit of 349 million marks, a sum of 338 million marks 
representing increases in expenditure estimates made by 
Reichstag Budget Commission, in addition to which the 
Republic proposes to create a Reparations Fund of 300 mil- 
lions, in all 987 millions, so that the final result is a deficit 
of 147 millions. To meet this the Government proposed to 
increase the tobacco and beer duties so as to yield an 
additional 130 million marks, thus reducing the deficit to 
17 million marks. These taxation increases have been 
rejected in Reichstag Committee, and compromise pro- 
posals are under way. Other taxation questions handled 
of late are: The definitive Income-tax. The exemption 
limit has been raised from 60 to 80 marks monthly, and 
the family abatements made more liberal. The maximum 

















rate, Which was (provisionally) 20 per cent. 
in. the new Government Bill 
in Committee to 40 per cent. 
of 8,000 marks is 10 per cent., 15,000 marks 11.67 


in 1924, and 
33-3 per cent., has been raised 
The tax payable on an income 
per 
cent., 110,000 marks 36.87 per cent., 3,990,000 marks 
39.9 pe r cent. (family abatements disregarded). Property 
Tax :—As amended in Reichstag Committee, this rises from 
2 per mille annually on property worth under 10,000 marks 
to 7! per mille on over 5,000,000 marks; but in 1925 and 


ig2) the maximum rate is to be 5 per mille. The Govern- 
iment has refused to reduce the Sales Tax further below 
the present 14 (formerly 24) per cent. The triennial tax 
on increment of wealth has been abolished, and the 


Cabinet has refused to substitute an inflation profits tax. 
Phe Capital Transactions Taxes on company issues, stock 
transfers, bills of exchange, &c., were very much reduced 
in 1924. A considerable increase in revenue will result 
from the pending Customs Tariff reform. On the basis of 
this tariff and on the import volume of 1924, Customs re- 
ceipts would increase from the estimated 160 millions to 
1d 600 million marks. The Tariff Bill restores the pre- 
war Maximum duties on grain, and fixes irreducible mini- 
mum rates, restores also the abolished duties on meat, dairy 
products, and other necessary foods, and while increasing 
moderately the duties on most industrial articles, imposes 


arou!l 


proh ibitive rates on certain of them, in particular luxury 

textiles, motor vehicles, typewriters, cash registers, and 

some other articles in these classes, and certain kinds of 

chemicals. The duties on heavy iron and steel are, with 
certain minor exceptions, not increased. 
The Financial Outlook. 

There is no reason to regard the satisfactory Budget 


results as merely temporary, for in view of the wiping 
out of her war debt by inflation and a low level of military 
expenditure, the burden placed upon the German Budget 
by the Dawes Plan is not very large. In this connection, 
however, two points call for comment. One was the pOSssi- 
bility that some portion of the charge on the repudiated 


war debt might have been restored. But certain events 


show that this will be a relatively minor matter. The 
pre-war debt, war debt, and such part of the post-war 
debt as was contracted in old marks, entirely disappeared, 


ving been first turned into paper mark liabilities by law 
August 4, 1914, and ultimately stabilised in November, 
(923, at the ratio of 1 billion paper marks to 1 gold mark. 


The nominal debt had, however, already been reduced out 
of the yield of sold Army material and as result of its 
acceptance in payment of taxes. The condition of the old 
debt as determined late in 1924 for the purpose of 


Valorisation was as follows: 
Marks. 
18,956,528,042 


1. Outstanding pre-war debt (Federal) .............. 


Whereof 4,805 millions were original Federal 
debts, and the remainder State debts taken over 
in exchange for the railways. 

War debts 
Post-war ..... 


51,148,330,400 

3,840,000,000 
the last loan subscribed in paper 
has been declared officially to have been practically 
a tax, and is not to be recognised as a debt. 

The valorisation of the above debts has gone through 
several stages. According to the Third Taxation Decree 
of February, 1914, which partially restored private depre- 
clat = debts, no claim for principal or interest on paper- 
marl: public debts could be made until after full payment 
of Re parations, but no bondholder could meantime be 
compe ile d to accept repayment in paper marks at the 
nominal sum. A Government Bill submitted in the spring 


Wr 


The forced loan of 1923 


marks 


of 1925, which has passed its third reading after much 
alteration, enacts: (1) ‘‘ New” bondholders, i.e., those 
whi 


A ‘quired after June 30, 1920, shall receive 25 reichs- 
‘Ss nominal of new ‘‘ loan redemption debt ’’ bonds in 
exe] hange for every 1,000 marks nominal of their old paper 
mark bonds. Until after Re parations have been fully paid, 
the ‘loan redemption bonds” issued to these ‘ new ”’ 
bondholders will not bear interest nor will they be 
amortised. (2) ‘* Old’? bondholders, those who acquired 
before July 1, 1920, and who have held since their bonds 
uninterruptedly, shall receive 50 reichsmarks nominal of 
new “ loan redemption debt ’’ bonds for every 1,000 marks 
nominal of old paper- -mark bonds. The loan redemption 
debt bonds of ‘‘ old’? holders will also not at present 


> 
1 
i 


mae 


bear interest; but they will be amortised gradually in the 
course of the next thirty 


years at a premium of 150 per 
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cent., so that the ‘‘ old’’ bondholder will get 125 reichs- 
marks cash for every 50 reichsmarks of new ‘‘ loan re- 
demption debt’’ bonds, that is for every 1,000 marks 
nominal of his paper-mark loans. To the sum thus due on 
amortisation will be added 4} per cent. per annum simple 
interest between January 1, 1926, and the date of amorti- 
sation. Finally, if the ‘* old’’ bondholder is destitute 
and has an income of under 800 marks, he will get an 
inalienable life pension of 20 reichsmarks per 1,000 marks 
nominal of his paper mark bonds, but not exceeding 800 
marks. It is estimated that 20 milliard marks nominal out 
of a total 70 milliard marks nominal of paper-mark loans 
are in ** old’’ hands. 

The second matter of uncertainty arises out of the rela- 
tion of the central finances to those of the different States. 
In the pre-war Germany the States were the main direct 
tax authorities; in present Germany, with its centralised 
finances, the Central Government is the main collector of 
revenue. Before the war, with exception of the postal, 
telegraph, and telephone services (which are now separated 
from the Federal finances), and of the State contributions 
based on population, nearly the whole of the Federal 
revenue came from Customs and Excise. Income-tax was 
wholly left to the States and Municipalities. The States 
Taxation Law of March, 1920, delimited anew the tax 
competence of Republic, States, and Municipalities ; and 
in particular prohibited the latter two from levying any 
tax based on the personal paying ability of citizens, thereby 
taking income and property taxation in particular into the 
Federal domain. The chief sources left to the local 
Governments were the industry and land taxes. As com- 
pensation, the Republic has paid since subventions to the 
States and municipalities out of the yields of direct taxes 
and of the tax. The proportions so paid over have 
varied, and are at present under revision. No settlement 


sales t 


has been come to. When the temporary regulation of 
February, ‘1924, expired at the end of the financial year 
1924-25, a new provisional regulation for the next SIX 


months was made. A Bill now before the Legislature 
gives the Republic 25 per cent. of the income and cor- 
poration income-tax yield, and (after the first six months) 
So per cent. of the yield of the sales tax. The State 
Governments will agree to the Republic’s retaining only 
10 per cent. of the income-taxes and 7o per cent. of the 
sales tax. As compensation for taking 25 per cent. of 
the income-taxes, the Republic proposed that the States 
be authorised after March, 1926, to themselves impose 
unlimited income-tax supplements, thereby breaking with 
an important provision of the States taxation law, and, 


in fact, abandoning the main principle of the Erzberger 
Financial Reform of 1919-20. No agreement has yet been 
come to. 


It is clear from this statement that, as in the case of 
Austria, the expenditure of the States and smaller local 
bodies might have a very important influence on the ques- 
tion whether or no the finances of the nation are in a state 
of equilibrium. 

Pre-war Comparisons.—The change in the constitution, 
the alteration in the area of Germany, as well as the move- 
ment of prices, makes it impossible to give comparison 


with the pre-war situation. It may, however, be con- 
venient to put on record the figures :— 
Marks. 
The Federal Budget for 1913 balanced at ..........+- 3,696,033,200 
OLGINATY TOVENUE o...i see ccccecsvcecessseecneee 3,577,398,700 
Whereof— Marks. | 
From taxation ..... a eianee cnieens 2,488,998,800 
» posts, telegraphs ............ 842,369,000 
Extraordinary revenue ..........ee08 118,634,500 
Whereof— 
BiGit ICAU essed ocesews es cesewees 39,151,000 
Ordinary expenditure ..........002---eccccesccoes 3,577,398,700 
Whereof non-recurring 1,127, 639, 500 marks, including 
580,559,900 marks on Army and 233,207,600 marks 
on Navy. 
Extraordinary expenditure etewucd Mewwede teas 118,634,500 


Whereof 12,700,000 marks on ‘Army and 49,650,000 
marks on Navy. 
An official summary of the distribution of taxation in 1914 
and 1924 1s :— 
Marks per Capita of I —— 





1914. 1924. 
POGRIO cite accceeusee 33°73 coves 52:02 
State (Prussia)........ 13:40 me 26:27 
Municipal ............ 30 to 40 -.-- 40 to 60 
Approx. 82 Approx. 129 
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The heavier increase in State taxation since 1914 is due to 
the fact that railway surpluses then provided a consider- 
able part of total revenue. The increase per head is 
remarkably smali in comparison with the great increase in 
the burden borne by other nations whose debts have not 
been eliminated by depreciation. Germany is, however, 
creating a new debt. The following shows what it at 
present amounts to and the comparison with 1914: 
Dest. Marks. 
Federal Debt, March 31,1914 ...... 5,157,897,000 
“ April 30, 1925 .... 2,782,300,000 
(whereof 941-6 million marks Reparations Loan, and 
1,171-7 million marks debt to Rentenbank). 
National Income and Taxation.—It is obviously pecu- 
larly difficult to at all accurately Germany's 
national income. The last official summary (based on 
private estimates) put pre-war national wealth at 300 to 
310 milliard marks ; post-war at 170 to 180 milliard marks. 
The pre-war national income (on pre-war area) is put at 
42 milliard marks; and it is estimated that 20 per cent. 
has been lost through territorial cessions only; also, an 
estimated loss of 2 milliard marks per annum formerly 
received from capital and undertakings abroad. The esti- 
mate of the late Dr Helfferich of from 18 to 22 milliards as 
the post-war national income has been officially endorsed ; 
but the Berlin Chamber of Industry and Commerce, on a 
basis of its own more recent calculations, puts the national 
income at 35 milliards, with the same buying power as 
23-24 milliards before the war. 
Pre-war estimates of national wealth were :- 
Highest.... 397 milliards (Steinmann-Bucher). 
Lowest .... 300 (Present Chancellor, Luther). 
Post-war :— 
Highest.... 


Lowest .... 


assess 


> 


> 


” 


2436 (Mario Alberti, for 1920). 

150 (Luther, 1924). 

Pre-war estimates of national income were :— 
Highest.... 43°5 milliards (Dr Rachel, for 1913). 
Lowest .. 40 (Dr Friedrich Raab, for 1913 


Post-war :— 
Highest.... 
Lowest .... 


35 (Berlin Chamber of Ind. and Com.). 
18 (Helfferich). 

Figures for State and municipal taxation are not avyail- 
able for very recent dates. The Cabinet estimates the 
total at from g to 10 millions, and the Berlin Chamber of 
Commerce accepts the latter figure. On the basis of the 
Chamber's estimate of national income, the percentage of 
taxation of all kind works out at about 284 per cent., which 
is substantially higher than in either Great Britain or 
France. But there are many elements in this calculation 
which require verification before it can be used with confi- 
dence. 

A calculation of some interest to British readers is that 
of the Federal Ministry of Labour, which estimates the 
burden of taxation and premiums for social purposes 
(insurance, &c.) at 1,600 million marks annually. Dr 
Tanzler puts the figure at 1,900 million marks. 


(2) THE NEW RAILWAY COMPANY. 

The new constitution of the railway company is laid 
down in the law of August, 1924, which provides for the 
creation of a German railway company (Deutsche 
Reichshbahn-Gesel!schaft), with a capital of 15 milliard 
gold marks, whereof 2 milliard preferred shares and 13 
milliard ordinary shares, which shall issue 11 milliard gold 
marks in Reparation bonds, secured as a first mortgage 
on all the company’s movable and immovable property. 
The company has exclusive operation right, which is to 
terminate at the end of 1964, or whenever all the Repara- 
tions bonds have been amortised or brought back. The 
company may not alienate property without the consent of 
the trustee; and may not encumber its property for new 
loans for longer than to January 1, 1965, without the 
consent of the Government. It is free from all taxation 
imposed after February 12, 1924. Its employees, as 
regards rights and duties, remain officials of the Republic. 
The Republic has a supervision right as regards safe and 
satisfactory operation, and certain rights of control, pro- 
hibition, and collaboration, and it can demand information 
on matters within these rights. The company must 
liquidate as soon as its operating right terminates as 
above, and must retransfer its properties to the Republic. 
The accounts of the new railway company up to 
February 28th show a considerable profit. The com- 
pany’s normal business year is the calendar year, but the 
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first business year stretches from October 


1, 1924, to 
December 31, 1925. 


On October 11, 1924, the company 
took over the railways in unoccupied territory, and op 
November 15th those conducted by the Franco-Belgian 
regie. The result of the five months’ management was ;— 
Millions 
of Marks, 
457 
1,102 
109 


Receipts 
Passenger and luggage .. 
Goods 


Ce 


ee 


Expenditure 
Salaries and wages ..ee.ees 
Material.... 
Interest .. 


K.xtraordinary expenditure . 
Interest on Reparations Bonds 


Thus the railway company has not only met its reparation 
obligations, but had a margin for capital expenditure, 
This is very satisfactory in view of the period of deficits 
through which the railways of Germany passed during the 
inflation period. 

The Agent-General’s Report notes that the results so 
far are, on the whole, satisfactory. Despite somewhat 
unfavourable conditions, the receipts for the six months 
have nearly tallied with the estimates of the company, 
leaving a working surplus of 
which 142,469,000 
expenditure. 


_~_ 


76,809,000 reichsmarks, of 


has been devoted to extraordinary 


This result has been attained notwithstand- 
ing substantial reductions in freight rates and a consider- 
able excess of expenditure over the estimates. 

The Report of the Commissioner emphasises the neces- 
sity, on the one hand, of keeping expenditures within 
proper limits, and, on the other, the importance of main- 
taining tariffs for both passenger and freight transporta- 
tion that will yield an adequate return for the services 
rendered by the railway company. The figures given in 
the Commissioner’s Report show the substantial extent to 
which freight tariffs have been reduced since September 1, 
1924, particularly on goods of numerous classes, and the 
relatively low increase over pre-war passenger rates In 
Germany as compared with the rates in other countries. 
It shows also the extent to which the recommendations o! 
the experts for increases in workmen’s wages have already 
been carried into effect. As against this, it is interesting 
to note the extraordinary charges which the railway com- 
pany has to bear, such as the increase in expenditure tor 
pensions, particularly those to discharged employees. 


(3) THE INDUSTRIAL BONDS. | 

The Dawes Plan provided that a bond for 5 milliards o! 
gold marks should be drawn against certain industrial 
undertakings. This was imposed by the Act of August, 
1924, which provides for the distribution of the burden 
among the individual industrial undertakings on the basis 0! 
their property tax assessments. Thirty-two milliard marks 
of property was found assessable for this special charge, 
which is a good deal higher than was expected, and the 
charge, therefore, works out at 15; per cent. instead of 
the 25 per cent. at first anticipated. The German Govert 
ment has, however, accepted the view of the industrialists 
that a bond on industry means in effect a tax discrimina- 
tion. They have, therefore, imposed a charge upon the 
capital value of banking, commercial, and other forms ot 
economic activity which will produce a part of the interes! 
required on the present bond, and will, perhaps, reduce , 
by one-half. If this should materialise, the burden 00 
industry proper will be proportionately reduced. 


(4) THE BANK CONTROL. 

There is little to be said about the bank control. : 
Controller has been installed, but his primary function | 
to watch the note issue to see that it conforms to the 
constitution of the bank. He also must be kept informe’ 
of what is passing, for it is to him that the Allies would 
first look for an opinion if any question arose as to whether 
‘* financial manceuvres are being resorted to with the inte 
tion of making it difficult to transfer funds abroad.”’ Bul 
these phrases, as well as Dr Bruin’s function, are 4 
matter of considerable ambiguity and doubt. Recentl 
the Bank rate was lowered, and the Controller was doubt- 
less kept informed of the discussion on this matter. But 
there is no reason to suppose that his opinion played amy 
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part in the matter. In other words, the Allies are not 
attempting to make themselves generally responsible for 
monetary policy. They may, however, find themselves 
driven to attempt some intervention if difficulties arise 
when the time comes to transfer money abroad. Tor the 
time, however, it is sutticient to observe that the position 
of the Controller is a negative one. 


(5) THE AGENT-GENERAL’S ACCOUNTS. 

Up to the present, Germany’s obligations under the 
Dawes Plan have been punctually met. Thus, the Note 
presented by the Allies to Germany on June 4th 
(Cmd. 2429) contains a statement by the Reparation Com- 
mission to the effect that ** Germany is faithfully fulfilling 
her Reparation obligations as they are at present fixed.” 
The following is a summarised statement of receipts and 
payments issued by the Agent-General for Reparations, 
and covering the ‘* First Annuity Year ’’ as far as the end 
of April, 1925: 

(On cash basis, reduced to Gold Mark equivalents.) 





Million Million 
Receipt:. Gold Payments. Gold 
Marks. | Marks. 
Cash withdrawn from proceeds of Payments to various ania 
German external Loan, 1924 .. 5296 count:ies ........ 5 6uewkinn-ce sh ree 
Interest on Railway Bonds, Coal, transport, &c., to Belgium! 
half-year to Feb. 28, 1925...... 100°0 and Luxembourgt...... 104 
Receipts from Belgium and Kx penses 
Luxembourg* ; 10:2 Reparation Commission... 4°3 
Exchange difference & interest Rhineland High Com'sion 5°5 
COORIVOE s600: sce aan) OOF Military Com. of Control.. 7:0 
Naval “ “ « 007 
—; 168 
Service of German External 
MN Se csr saa patel aie sc cs 416 
Administration costs of Office 
for Reparation Payments on 2°0 
Balance of cash in_ hand, 
MIGUU Dy BOOS sects ss secwece 92 
PE Oy xe vedainahevasiae 640°0 sos aids chaser coos! 6400 


* Receipts in reimbursement of cost of coal, coke, and lignite delivered other 
shan on Reparation Account, and transport charges in respect thereof. 
To be reimbursed to Agent-General. 
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‘rom this balance-sheet the significant fact emerges that 
the payments made by Germany this year are being pro- 
vided almost entirely out of amounts borrowed from 
other countries. For the present, Germany is enjoying a 
virtual moratorium, during which she is steadily benefit- 
ing from the stabilisation of her currency, and consoli- 
dating her internal position against the time when sub- 
stantial amounts will fall due to be paid out of her own 
budgetary resources. 

Another important point to be noticed is that. the 
| amounts received so far have not involved any transfers 
} in cash. An analysis of the value of Reparations received 
by the chief Allies reveals the following position (to 
April 30, 1925) :— 


(Million Gold Marks.) 




















To Great To To Italy To aoe 
Britain. France. Belgium. Countri’s. 
Arising on account of— ee 
Reparations Recovery Act.. 120°4 12:2 “a oa 1326 
Cost of armies, requisitions, 
MC tak taka od. eccaasescus 238 81:2 ‘ 119 1169 
Delivery of dyestuffs and 
receipts in kind ........ 45 1743 44°6 538 277°2 
eas ove cd oanan 148-7 2677 446 65°7 526°7 


The inclusion with the above figures of miscellaneous 
deliveries to other Allies, valued at 33.2 million gold 
marks, payments for coal delivered to Belgium and 
Luxembourg, to be reimbursed, 10.4 millions, and other 
expenses (including service of German External Loan), 
brings the total payments to the equivalent of 630.9 
million gold marks. The Transfer Committee has thus 
had not a single problem to consider as yet, and no oppor- 
tunity has arisen of testing its efficacy as a means of 
preventing undesirable consequences when international 
payments are being effected. 





ECONOMIC CONDITIONS. 


Economically, Germany is still in a transition stage. 
The industrial and commercial effects of inflation have not 
wholly disappeared, and the legislative readjustment of 
private property relations is still pending. The volume 
of circulating currency is below the normal and expected 
figure, the supply of capital is inadequate, and the crea- 
tion of new capital out of savings has only begun. 
Credit, whether home or foreign, is obtained with diffi- 
culty, and at abnormally high rates. These conditions 
powerfully affect industry. Foreign trade is still more 
emphatically in a transition state. Important economic 
restrictions in the Peace Treaty were removed only in 
January. With several leading countries commercial- 
treaty relations do not exist, and future trade will be 
conducted under a Customs Tariff materially differing 
from the existing one, which dates from 1902. Germany 
under present conditions is a low-tariff country, since the 
specific duties imposed in 1902 are lower in relation to 
the prices of to-day than was intended. Moreover, the 
war swept food duties away, and it is only recently that 
new agricultural protection has been proposed. An in- 
creased tariff is now before the Reichstag. For this, as 
well as for the other reasons mentioned, business in the 
next few years will develop under conditions very different 
from those at present prevailing, and it is impossible to 
foresee its trend. 


(1) CURRENCY AND PRIVATE FINANCE. 


German currency is dominated primarily bv the Reichs- 
bank’s credit policy. A limit upon Reichsbank note circu- 
lation, given the legally necessary cover, does not exist. 
The supply of currency, including rentenmarks and the 
emergency currencies which have since disappeared, was 
Wholly inadequate in the first months after the currency 
reform of November 15-20, 1923. After that date the 
Reichsbank note circulation rapidly increased, partly 
Owing to its being issued in exchange for emergency cur- 
rencies, partly owing to expansion of credit. In the spring 
of 1924 the Bank and the Government took fright, fearing 
internal depreciation of the ‘‘ mark,’’ by which was then 
meant 1 billion paper marks or its equivalent, 1 renten- 





mark ; and the Bank announced that it would not increase 
credits beyond the figures reached in April. In Septem- 
ber the Bank increased its credit ration by 10 per cent., 
and also admitted bank acceptances to discount. The dis- 
count rate, which had been 10 per cent. (for ‘ stable- 
value’’ transactions) since the currency reform,was reduced 
to 9 per cent. on February 26, 1925. After the adoption 
of the credit rationing system prices fell, and though they 
have again risen, there is no sign of inflation. Reichsbank 
circulation has, however, greatly increased. In addition to 
calling in of emergency currencies is the factor of foreign 
credits, which, though in part spent on imports, were in 
part handed over to the Bank for conversion into marks, 
needed for internal industrial expenditure. Under the 
latter influence, the Reichsbank’s circulation has increased 
more or less independently of its volume of credits :— 
Millions of Gold Marks. 
Circulation. Discounts. 


Peo — DOCEMINEE DN ic aiiiiicdscqnsincerscesee BOG ween Ae 
1923—-November 23 (after mark stabilisation).. 7 re 144 


a PlOCOMIDEE SE 610 ceeesesenec uaiaracbuaiea 4996 .... 307 
BURT —JUNCSO) 5.056066 eeceesecees ivcweducee et wees 840 
5 ~—~Wecemiber' GL i. csdcewcccs eee as a 
PoP UNO OO ae 6.66 6ied 5 SRR sea deneces ocGeee Oe Neces ae 


The total currency circulation, which at present consists 
of Reichsbank notes, Rentenbank notes, and private issue 
bank notes, has moved as follows. The figures for 1913 
include coined gold :— 
EUES (YORE FS BVOIRTO) isc scevscoceccacsecesioncee COTO 
Foe ——DOCOMINGE GE si. céice ceececesececcesesces BBG 
RENE ce hic de aw becuse ndeebaeeesdcewn Clee 
| a 


45) OCI DOP ON viv. ncsaidsdecwudtsecwacewcess Sam 
1925—June 30.... Uiicieascecs, “Stee 


Ce 


The Rentenbank, which was founded late in 1923, in order 
to provide a stable currency. and to lend a limited sum to 
the Republic, so as to help it over the transition period until 
the inflow of taxes in good money should make Budget 
equilibrium possible, has fulfilled its functions, and is now 
being converted into an agricultural credit bank. The 
Gold Discount Bank, which was founded early in 1924, 
with English capital, and later American rediscount 
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credits, in order to grant credits {for import of raw 
materials designed for re-export in finished form, 
pended further credit-giving late in 1924, and began to 
liquidate old credits, but it has since resumed credit- 
giving. Its rate, which had been 8 per cent. since founca- 
tion, was reduced to 7 per cent. in May, 1925. 
Credit conditions since the stabilisation have been extra- 
ordinarily strained. At the end of the depreciation period 
interest on short-term paper-mark loans cost up to 4o per 
cent. per day, the intent being to cover the risk of deprecia- 
tion. After stabilisation, and until lenders concluded that 
the stability would endure, a modified ‘* depreciation pre- 
mium’’ was charged, with result that in January, 1924, 
os iv money cost 85 | per cent. per annum, and month money 
5 per cent. These rates quickly dropped to around about 
- and 25 per cent. approximi itely, but rose to respectively 
about 50 mad 40 per cent. in April, after which they dropped 
slowly to around 10 per cent. ai the end of the year. The 
tendenc y for day money has since been slowly downward, 
and the supply has been abundant, the Be ‘rlin rate in mid- 
May being 74 to 9 per cent., while month money cost 9} 
to 11 per cent. In spring the Berlin bourse resumed the 
pre-war practice of daily quoting a private discount rate, 
which began at 8, and fell to 7] per cent. Long-term 
credit, except from abroad, is very difficult to obtain. The 
industrial debenture market is almost non-existent, and 
mortgages, which bear nominal interest of 12 per cent., 
in fact cost 3 to 4 per cent. more, the capital sum being 
either paid in cash at a discount, or in form of mortgage- 
bonds, which sell at a loss. Owing to the pending Valorisa- 
tion Bill, which annuls old contracts, revives extinguished 
mortgages, and in certain conditions repudiates the records 
of the land registers, mortgages are risky transactions, 
and this market is practically dead. Bank interest-rates 
on loans are about double the rates granted upon deposits. 
This is defended on the ground that the banks are draw- 
ing practically no revenues from capital issues, Bourse 
transactions, and some other former sources of profit. 
oo spite of such obstacles, credit greatly expanded in 
1924. The total of discounts and advances by the 
Sl danke and private note banks, and the agric ultural 
credits of the Rentenbank increased from about 600 
million marks at the beginning of 1924 to 2,500 million 
marks in June, 1925. 
Though still weak, the capital issue market has greatly 
improved since the stabilisation. In the first quarter of 
1924 under 12 million marks were raised for increase of 
existing Company capitals ; in the last quarter, 138 million 
marks. The total for the vear was 230,120,000 marks. 
No increase took place in capital issues by new founda- 
tions, and the number of these declined. The total issues 
by new foundations for the vear was 128,520,000 marks. 
Fixed interest issues totalled 176,320,000 marks, but of 
this sum 130,000,000 marks were railway and post loans. 
The re-accumulation of national capital proceeds fairly 
satisfactorily, but it is believed that a part of the 
increase in deposits in banks and savings banks does not 
represent money spared out of income, but rather 
realisations of foreign currency and other — stable 
values hoarded during the inflation years. Com- 
plete savings bank figures are not obtainable. 
In February the Reichsbank President estimated 
Savings Bank deposits at 2,000 million marks, as 
against 400 millions in 1923, and added that the German 
nation has altogether, including insurance reserves, 8 to 
g milliard marks of savings. All local savings bank 
reports show increases. Between November, 1924, the 
date of stabilisation, and March, 1925, deposits in the 
Prussian savings banks increased from 332 million marks 
to 621 million marks. The estimates of Germany’s present 
income from investments differ materially. The Minister 
of Industry estimates that after valorisation of debts is 
carried through according to the present plan, the pure 
rentier capital invested in loans, debentures, mortgages 
and similar investments will be 25 to 35 milliard marks 
which is one-fourth to one-fifth of the pre-war figure. 


sus- 


ae 


222 


; (2) FOREIGN TRADE. 
Foreign trade statistics are unreliable. Before the 
currency stabilisation of November, 1923, the value returns 
were in paper marks of varying value. 


The later-pub- 
lished gold mark totals were estimates, 


based upon 


quantities of goods imported and exported. — Since the 
stabilisation the value returns have been in gold or reichs 
(new) marks. The chief feature of post-war foreign trade 
Was a practical equilibrium of imports and exports until 
the end of 1923, since when there have been heavy import 
surpluses :— 


(Millions of Gold Marks.) 
Imports. 
- 10,769.7 
3,928.7 
5,732.1 
6,302.8 

6,081.3 6,079.5 

9,317.3 6,568.2 


The first annual import surplus of dimensions worth men- 
tioning occurred in 1924. Of a return to trade equilibrium 
in 1925 there is so far no sign :— 
(Millions of Gold Marks.) 
Imports. 
897.0 
1,365°6 
1,123°6 
1,110.5 
1,080.9 
1,084-0 


The geographical distribution of trade in post-war year 
before 1924 is not reported. In 1924 it was :-— 
(Millions of Gold Marks.) 


impo rts, 
9.182.8 


Exports. 

10,097.2 
3,703.3 
2,990.6 (May-Deec.) 
6,181.5 


Exports, 
. 841.0 
697.4 
631.4 
711.1 
672.3 
732.1 


1913, 
1925, 


monthly average 
January 
February 

March .. 

April 

BEY Genie 


Exports. 
4,762.7 
143.2 
511.0 
1,117.9 
29.1 


Europe .... 
Africa eee 
Asia. 
America 
Australia 


The 
the 

passive 
tection, 


main difference as compared with pre-war years is 
conversion of an active balance with Europe into a 
balance. This is due to increased European Pro- 
special measures against German trade, including 
anti-dumping measures adopted in the mark depreciation 
years, the rise abroad of competitive industries in former 
special German branches, and the now withdrawn restric- 
tions of the Peace Treaties, including the duty-free import 
contingents. In 1913 the trade balance with E urope was 
active, imports being only 5,888.0 million marks, against 
million marks exports. since 1913 
in the American trade balance is relatively small, imports 
from both Americas in 1913 having been 2,994.6 million 
marks, as against 1,546.7 million marks exports. In a 
broad the unfavourable trade balance is due to 
continuing dependence upon abroad for necessary food- 
stuffs and raw materials, while exports of manufactures 
have declined; but an additional factor is the disappear- 
ance of the former favourable trade balance in heavy 
goods, in particular coal and iron. The year 1924 also 
witnessed a large in imports of manufactured, 
partly luxury, goods, and in a deterioration of the trade 
balance in textiles, which was only partly due to necessary 
import of raw and half-finished materials. 

rhe very unfavourable foreign trade balance’of 1924 and 
1925 is not necessarily symptomatic of the future ae 
Owing to conditions on the Western frontier in 1924, 
exports were considerably larger than appears in_ the 
return. The impending termination of the treaty restric- 
tions on January 20, 1925 resulted in the rushing in of 
large quantities of Alsace-Lorraine duty-free goods, and 

this appears plainly in the statistics. The currency stabili- 

sation and the general rise in earnings sudde ‘nly created 
buying power, which enabled citizens to make up for priva- 
tions of past years, and many foreign products not seen 
since 1914 reappeared on the home market. But a main 
factor was the replenishment of native capital by means 
of foreign loans and credits, which were transferred largely 
in shape of foreign goods. Through this, through the 
foundation of the Gold Discount Bank, and through the 
resulting abundance of, and later removal of restrictions 
upon dealings in, foreign exchange, the influences which 
checked importing in the inflation years disappeared. The 
passive balance was, therefore, due entirely to greatly 
increased imports, and not to declining exports, ‘whic h, 
on the contrary, after remaining unchanged in 1922-23) 
increased materially. 

The year 1925 opened very badly. The first five months 
show an adverse balance of 2,320 million marks, 
which for the whole year would mean about 5,570 million 

marks, or equal to nearly the whole volume of exports in 


- 677. - 


7,077-5 The change 


sense, 


increase 
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1923. ‘This development, however, is not expected. The 
import flood reached its height in January, and shows signs 
of declining. Imports in 1924 were highly erratic, being 
considerable in the spring, very small in the summer after 
the Reichsbank began to ration credit, and very large in 
the last months, when the Dawes Settlement restored 
international confidence and induced foreign capitalists to 
lend. As against this, exports have increased from month 
to month almost without a break. Exports per quarter 
wele . 
Millions of 
Gold Marks. 

January-March........ (ine testaaw saws tecces Rae 

APTU-TUNE ssiccviccevccecsecssovecocsceccecces 21,4754 

JULY-BOMIMMOL  hccsccdcvecsccecscevesescace Ltaee 

October-December ........ weer ccccccccce coos dea 
Unless financed by further foreign credits, a continuation 
of the large import surpluses seems impossible. 

fhe question of the foreign trade balance is associated 

with Germany's ability to make net payments to abroad, 
whether for her normal liabilities for interest upon foreign 
loans and investments, or for the Reparation scheme. 
Phe doubtful question how far future Reparation deliveries 
will be made in kind is of no importance in principle, be- 
cause deliveries in kind must affect the foreign payment 


balance quite as much as cash transfers. The present 
foreign trade balance, even assuming, as seems justified, 
that 1924 Was an exceptional year, does not promise the 
reation of a large favourable payment balance. It is denied 


by authoritative Germans that the whole national economy 
is passive—that is, that consumption values exceed pro- 
duction values, and that the balance is for the present 
le good by foreign borrowings. This view is confirmed 
by certain factors, notably the recovery in deposited 
savings. Owing, however, to the sharp credit restrictions 
mposed by the Reichsbank in April, the year 1924 com- 
pelled the sacrifice of large hoards of foreign exchange 
holdings; and the import surplus was paid for in this 
way, in so far as it was not covered by foreign loans. 
The ollicial analysis of the foreign payment balance of 


1924 is: 


mat 


Millions of 


Receipts from Gold Marks. 
Export of foreign banknotes......ccecssecsces 700 
= LE ne ee -- 1,800 
Foreign loans and credits..... rere re coe 2,400 
Total receipts ..... SSeNesetnSaSeeeeaseee Ole 
Net liability on trade balance ....eesseseee ee 
SUES <i os.scins SENSES CeNeeeeeeewecewss La 


The surplus, after provision for certain small interest 
payments to abroad, is represented in an increase in the 
Reichsbank’s holdings of gold and foreign exchange. 

With present trade conditions, there is no possibility of 
making payments to abroad otherwise than by further 
borrowing from abroad. The prospect for the future 
depends almost exclusively upon the development of 
loreign trade. 


(3) INDUSTRY. 

Since February, 1925, a steady improvement has taken 
Place in the condition of industry, but activity has not 
recovered to the degree witnessed during the best period 
of the so-called ‘‘ Catastrophe (Inflation) Boom.’’ This 
beom reached its highest point about September, 1922, 
alter which activity declined slowly, until the decline was 
accelerated by the Ruhr invasion of January, 1923. The 
Ruhr invasion, apart from its local effects, seriously 
Ccranged the distribution of goods at home, and almost 
Completely stopped export from the West. Throughout 
1923 unemployment rapidly increased. After the currency 
Cepreciation had reached a certain point it ceased to 
*perate as a tonic; and the stabilisation of November, 
'923, had at first no remedial effect, being followed by 
abnormally high gold prices and by a serious shortage of 
credit. In 1924 industry improved ; but there was a set- 
back in the early summer in connection with the money 
“sis and the Reichsbank’s credit-rationing system, and 
towards the end of the year, after a recovery, which was 
‘pparently due to the Dawes Settlement, there was the 
usual seasonal decline in activity. Nevertheless, 1924, 
taken as a whole, showed a very great improvement, un- 
“mployment in the whole Republic falling by about one- 
fifth. On May st there were 320,800 registered unem- 
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ployed; on June 15th, 214,092. At the end of June, 1925, 
industrial condi.ons, even when measured by pre-war 
standards, were fairly satisfactory; but there were great 
diiferences between the degrees of activity in different 
trades. 

Coal.—The coal-mining industry is one of the worst 
sufferers, and this in an unexpected way. The prediction 
that the Republic, deprived of the Saar and East Upper 
Silesian mines, and compelled to make Reparation 
deliveries, would be chronically short of coal, and probably 
(Cwing to payment-balance conditions) unable to import it, 
with result of paralysis of industrial production, has proved 
incorrect. Of late, though mining operations are reduced, 
more coal has been produced than can be sold. The free 
export of coal, independently of Reparation deliveries, has 
considerably increased; and though importing continues 
on a small scale, this is due to price considerations, de- 
pending on transport rates to particular German districts. 
The home mines, if working at full capacity, could easily 
supply the home market, fulfil the Reparation liability, 
and yet export considerable quantities. Causes of this, 
apart from the fall in industrial activity as compared with 
1913, are the increased output of lignite and its better 
technical application, the use of oil, water-power develop- 
ment, the increased smelting of foreign ores which require 
less coke than Alsace-Lorraine minette, and fuel-saving 
inventions. Of a future shortage of home-mined coal 
there is no likelihood, even if industrial consumption 
increases. The coal problem is still serious, but only as a 
matter affecting the foreign trade balance. 

The output of coal in Germany nearly doubled in the 
first 13 years of the present century. The output of lignite 
increased two and a-half fold. Figures for the last pre- 
war year and the post-war years are :— 

Coal. Lignite. 
——Metric Tons.—— 
BORO eicccecscudeseevecee 199 toa sae oo SCeaanoer 


EOE wcbicissiee asescscces LIGTOLZS .. FaG48264 
POR a civianiewe’s sccccccsee JSLONG Tes .. TELGAS TES 
De tae ata cewewmes eeees 136,210,088 .. 123,011,250 
RU serra eiiwuees esses LIGSIASAS ... 150012107 
NPR e ccddlevciesinvewaesiee 62,224,535 .. 118,248,735 
EEN ia deecacecewacns esos 118,828,644 .. 124,359,829 


These figures are for the present area, without the Saar, 
and from 1922 on also without Polish Upper Silesia. The 
latter exclusion partly explains the decline from 1922 in 
coal output. The output of Polish-Silesian coal in 1923 
was 26,479,946 tons. The development of lignite mining 
in the first post-war years was largely due to the shortage 
of coal; since the coal superfluity showed itself lignite 
development has fallen off. The capacity of the Ruhr 
mines has greatly increased; and for a fortnight in 
January, 1925, the average daily output exceeded that of 
1613, but since then there has been a rapid decline. Never- 
theless, total output in the first months of this year 








exceeded that of the corresponding months of 1924 :— 
-- Metric Tons. _ 
Coal. Lignite. 
January-March, 1924.... 29,337,012 .... 28,231,328 
1925 .... 33,875,290 .... 355,609,668 


Of late the stock of unsaleable coal at the Ruhr has 
increased. In order to help competition against English 
sea-borne ccal, the Railways Company in May reduced 
carriage rates for Ruhr coal to Hamburg, Bremen, Emden, 
and Luebeck. The stagnation in the coal trade this year 
brought about the resurrection of the former Ruhr Coal 
Syndicate, whose term expired in 1923. The syndicate is 
organised on centralised lines, and it fixes both home and 
export prices. Ruhr coal is being sold to so-called ‘* com- 
petitive ’’ districts, including Hamburg and East Germany, 
as well as foreign countries, at reduced prices. A new 
feature of the syndicate is that henceforth the loss on such 
sales will be assessed only upon such mining concerns as 
wish to share in the ‘‘competitive’’ trade, whereas 
formerly it was borne by all the syndicate’s member 
concerns. 

Since 1922 Germany has had an adverse coal foreign 
trade balance, which became very large in the first year 
of the Ruhr occupation.— 

(In 1,000 Metric Tons.) 


Reparation 

Imports. Exports. Deliveries. 
eee oor = eer 
i ee ee! eee: ee 
i ee pilereens 13,202 .... 6682 .... 13,200 
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The Reparation deliveries figures for 1923 and 1924 are 
French estimates. Of late Germany has been effectively 
working foreign coal markets, including South Europe and 
South America, and exports in the first quarter of 1925 
were 3,128,go1 tons, against 2,494,385 tons imports. In 
lignite practically only importing is done. 

“Iron and Steel,—The iron and steel industry in the past 
few years has gone through a process which has some 
resemblance to that of coal. First came apprehensions 
of chronic shortage, owing to the loss of Alsace-Lorraine 
and part of Silesia; and, in fact, for a time shortage did 
prevail. The iron and steel concerns left to the Republic 
have, however, adapted their methods and increased their 
output ; and last year it was for the first time declared that 
Germany can supply herself with all kinds of heavy iron 
and steel, apart from certain of minor im- 
portance, of which quality thin sheets are the chief. In 
order to encourage production of the latter, the pending 
Customs tariff considerably import duties, while 
in general leaving iron and steel rates unchanged. A 
result of the adapt: ition is that the recent import surplus 
of heavy iron and steel goods has changed into a 
export surplus. 

The tron and steel branch, which stagnated during 
greater part of 1924, underwent a marked 
towards the end of the vear, 
not been fully maintained. The pig-iron market has been 
quiet, but steel works and rolling mills have work for a 
long time ahead, and show no inclination to hunt for new 
orders at present low prices. Syndicates and_ cartels, 
\ wn fell into disfavour during the “‘ Catastrophe Boom "’ 

‘ars, when home production was insufficient, have come 
into fashion again, mainly as a means of reducing output 
and maintaining prices when trade is bad. First was 
created a Raw Steel Syndicate (Rohstahlgemeinschaft), 
with authority over all branches ; later, a subordinate 
Stahlwerksverband, embracing only semi-finished material, 
railway permanent way material, and structural forms. A 
Tubes Syndicate has also been organised, but the special 
syndicates for bars and other sorts, which are to be sub- 
ordinate to the Raw Steel Syndicate, are stili in course of 
negotiation. Export prices are considerably below home 
prices, owing to the need, it is declared, of meeting 
French, Belgian, and Luxemburg competition, which takes 
the form of exchange dumping. Of late the export price 
of bars has been 45 135 per ton, as against approximately 
£0 15s at home; “structural forms, 45 9S, against £6 12s. 

Pig-iron and_ steel production, starting from’ figures 
of less than one-third, and less than one-half respectively 
of the pre-war, increased in the post-war years until it had 
a bad set-back in 1923 :— 


sorts 


raises 


small 


the 
improvement 
but the improvement has 


—— Metric Tons. 
Iron. 

19,509,172 .... 

6,283,873 .... 

7,043,617 

7,845,346 

5 9.395.670 


Steel. 
18,935,089 
7,847,356 
9,277,882 
9,996,538 
11,714,302 
4.936.340 6,305,250 
7,190,000 9,150,000 
The pote ntial output of steel is estimated by the secretary 
of the Iron Industrial Association, at as high as 17 million 
tons, or little behind the pre-war figure. The present pro- 
duction is certainly far below the highest possible. The 
Raw oogen Syndicate, since its foundation last vear, has 
pursued a severe rationing system. The ration of each 
member concern during July is to 75 per cent. of its full 
quota. 

The foreign trade balance in heavy iron and steel is 
improving, but has no resemblance to the pre-war balance, 


which was Sey active. Movements of 
exports are: 


1920..... 


1924 (estim: ated) ewe Ci o* 


eeee 


imports and 


— In 1,000 Metric Tons 
1922. 1923. 

| Pe ae 
Exports .... 2,516 DE err 6 


Of iron and steel and wares thereout of all kinds 
(machinery excepted) Germany imported in 1924 1,324,011 
tons, and exported 1 5955,110 tons. Whereas exports in 
in the 
first quarter of 1925 they were twice as great (imports 
438,271, exports 873,952 tons). Foreign trade in value in 
leading products of the heavy iron and steel branches, as 
compared with the last pre-war year, was :— 


1924. 
1.240 


1913. 
300... 
6,202 


Imports .... 


see eee 


1924 were about half as great again as imports, 
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—Millions of Gold Marks—~— 
Imports. Exports 
1913. 1924. 1913. 
PDO ics sss dase ewes 250 68 ll 
Pig and scrap ........ ST ms | We 
Semi-finished ........ 2 22 65 
EO oc easnawk aes 6 73 204 
Sheets and wire ...... 21 43 179 
Railway materials .... a 30 80 
The whole export of iron and_ steel wares (01 
machinery) had a value in 1924 of 8445 million mark 
against 1,413 million marks in 1913: the value of 
301 million marks, against 394 million marks. 
port surplus has, therefore, fallen from about 1 
to half a milliard marks. 
Fine-Steel Products. fine 
suffered from a serious last year, 
being unemployed in the Solingen district alone, 
late recovered. While selling at home has 
active, it has been mostly in second-class and 
export has been injured not only by high eh duties 
(the United States, in particular), and by “Ally trade policy 
but also by the sale to abroad of vast quantities of ver 
inferior goods which bore the Solingen mark, and were, 
in fact, made at Solingen. The leading Solingen firms 
this spring formed a syndicate for joint selling operations 
at home and abroad. The sale chiefly the 
cheaper qualities, to Asiatic countries has increased. Ex. 
ports of Solingen wares by weight have of late con- 
siderably exceeded the pre-war average : 





The steel 


crisis 


industry, whicl 


20,000 persons 


has of 
been fairly 
wares 


of goods, 


Double-C 

(200 Met 
0 ee rae 35,189 
1911 oe ciawes 47,337 
59,511 
67.944 
98.345 
52,312 


E xports increased greatly { rom — to month in 1924, 
being 2,Q00 d.c. in January, and 6,112 d.c. in December 
The foreign tri ide balance for all ki nds of cutlery is bette! 
than before the war :— 


——— Millions of Marks——— 
Imports Exports. 


1913. 
0-62 


1924. 
0-17 cows 38:33 pee 48°23 


Engineering.—Conditions in the engineering industr 
vary very much in different branches. In the lock moti 
and railway rolling stock branches activity 
than in the first post-war years, when large orders wer 
given for replacement of material worn out during the war, 

r handed over at the Armistice. the 
railways into an independent corporation had the effect 
of temporarily reducing and late hardly any 
have been given. The nineteen locomotive-building con- 
cerns late ig formed a syndicate under the title 1). utscher 
Lokomotiv-Verband. Russian orders for locomotives hav' 
The machinery have been hit bi 
measures taken by Ally and sometimes during 
the inflation time by neutrals. Capital shortage has 
effected the home buyi ing of industrial machinery, a1 vd dur- 
ing the war and the inflation years many manuti ycturing 
concerns installed more machines than the vy Can now use 

‘redit shortage checks the sale of agric ultural machiner! 
roars the textile manufacturers are 
occupied, their finances are particularly weak, and a grea! 
deal of the present production of textile machinery 's 
intended for stock, and cannot be kept up indefinitely. 
Sales of machinery to abroad have of late increased, ! 
they are much smaller than before the war. As compared 
with 1913, exports have proportion: itely dec lined less than 
imports; but as pre-war imports were only about on 
eighth of pre-war exports, the absolute export surplus h 
fallen ve ry considerably. Comparative trade balances ! 
the different branches are :— 

———/(Millions of Marks.)———~ 
Imports. Exports. 

1913. 1924. 1913. 1924 
0:55 a 55:22 011 
Internal explosion motors.... 184 1:56 35°62 a1 
Sewing machines............ 4°05 3:12 47-16 .. BO 
Other textiles machines ...... 16°94 9:71 60:43 ssa 
Agricultural machines ...... 29°36 —* 34-98 2018 


Machine tools ......ssss0s0. 9°95 98-27 .. 685 
Other machines ......00++-- 2014 750 .. 27647 .. 179 7 


The machine-manufacturing concerns are in a strong pe 
tion, though suffering from shortage of working capi’ 
N arly all companies, through having cleared off in de 
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preciated marks their debentures and mortgages, have 
been able to fix their capitals considerably higher than 
before the war. 

Electrical.—As the result partly of the expectation of a 
chronic coal shortage, the electrification of Germany pro- 
ceeded rapidly after the war. According to a statement 
published a year ago, electrical installations totalled nearly 
3,000,000 kw in 1922, as against under 1,500,000 kw in 
1913, While production of electricity in milliards of kilo- 
watt hours rose from 2,238 to 7,233. This development, 
which has proceeded farther in the last three years, made 
possible the use of lignite and water-power at the expense 
This process led at first to great activity in the 
electro-technical branches; but the credit crisis which fol- 
lowed the currency stabilisation, and the financial diffi- 
culties of municipalities and other local bodies have since 
checked home buying. The number of persons engaged 
in manufacturing electrical wares is 27.5 per cent. higher 
than in 1913. ‘The export trade has been affected by the 
eflorts of foreign countries to put their own electrical 
industries upon a national basis. Nevertheless, compared 
with other manufacturing branches, exports have fallen 
off relatively little. The following figures comprise elec- 
trical machinery and articles of all sorts :— 

-(Millions of Marks.)— 


ot coal. 


Imports. Exports. 
ERED) SA hAWe<oteeeeNes EAjGeO (hoo 290,250 
IMGT Saen en siaeneswass 9,060 o0se 259,160 


The present tendency is strongly towards concentration 
and standardisation. In North Europe German installa- 
tion materials have practically a monopoly, owing to 
the fact that the legal requirements for safety, &c., are 
identical with the German. 

\Votor-Vehicles.—The motor-bicycle and motor car busi- 
nesses are entrenched behind a general import-prohibition, 
and according to the pending tariff they will be protected 
by prohibitively high duties in future. The use of motor- 
driven vehicles is rapidly increasing, but prices are high, 
production cost being kept up by the large number of 
manufacturing firms with a small average output. 
The combined productive capacity of all concerns is esti- 
mated at only 60,000 cars. Several important fusions 
have taken place in the last three years, and there is a 
movement in favour of standardisation. The formation 
of a company to produce light, cheap cars on mass-pro- 
duction principles is being considered. The development 
of motoring is shown by the following figures, which 
include motor-lorries, of cars in use :— 


WORRS eaa say batea ae ute ewdaiasiansw sc muepeeeuts 57 800 
1923 ........ petaerae wis aks paasWeeeececeeeans. Mma 
LOEW 66S His Slamniaeaicieieiee Aiivslee sds ccisegusenss) @aCOue 


Che foreign trade balance is less favourable than before 
the war, exports having fallen nearly to half, while im- 
ports have increased :— 
(Millions of Marks,) 
-Imports.—~- : -- 
1913. 1924. 1913. 1924, 
at shsace. QO saxnce 2 69°7 
The exclusion of foreign motor-vehicles which is de- 
manded by manufacturers is being strongly opposed by 
the motor-car traders’ association, and by other trading 
interests. Financially the motor-car manufacturing com- 
panies are strong. Owing to the redemption of mort- 
Sages and debentures at practically no cost during the 
inflation years, the total capital of eleven leading com- 
panies increased from 65,500,000 marks in 1914 to 
128,910,000 marks in 1924. <All the chief companies are 
fully occupied, and they refuse to deliver on short notice. 
Shipbuilding.—The shipbuilding industry is depressed. 
Although the yards seem able to build more cheaply than 
foreign yards, particularly in the domain of motor-ships. 
tank-ships, and other special types, they have not escaped 
the general shipping depression, and have been badly hit 
by the decline in capital strength of native shipping com- 
panics, Whereas industrial companies proper often 
increased their assets during the war, the chief assets of 
the Shipping companies, their tonnage, disappeared. The 
reconstruction plan, financed partly by the State, with 
“ompensation for losses, came to an end in 1923. This 
plan Provided for restoration of one-third of the pre-war 
mercantile fleet. The original compensation fund of 
':970 million paper marks was later increased to 18,000 
millions, Since the termination of this reconstruction 
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programme, shipbuilding for home concerns has heavily 
declined, but building on foreign orders has tended to 
increase, and in 1924 was the highest on record. Ships 
under construction in all German yards were :— 


---~German Orders- Foreign Orders 


Sea River and Sea River and 
Ships. Canal Ships. Ships. Canal Ships. 
Tons. Tons. Tons. Tons. 
1913 ....2-. 1,296,800 .. 17,810 .. 49,100 .. 4,500 
192). ccowce LGC 0G? .« 196416 .. 5O372 .. 272 
1922 ..sccees J,4871,576 .. 221,649 .. 96,450 .. 16,020 
TSZSiccccccse, SPUSOG .. 1950456 .. LIS TeT ... LEGS 


1924 ..20c00. 405,700 .. co «= oe G00... 
The increase in constructions for abroad gives a more 
favourable picture of conditions than is justified, because 
some of these orders date from inflation times. The 
building companies are at present accepting orders which 
individually yield no profit, but the effect is to make for 
economical working. Conditions this year are only 
moderately good, though there have been some large 
foreign orders, including, apart from the British motor- 
ships, an order for Kiel for a series of oil-tank ships for 
the Standard Oil Company. The Railway Company 
lately cut rates considerably for iron and steel consigned 
to shipbuilding yards. 

Potash.—The potash industry, which is of great im- 
portance to the foreign trade balance, has developed satis- 
factorily. In 1924 an agreement was concluded with the 
French Société Commerciale des Potasses d’Alsace for a 
common policy in selling, and for division-up of total sales 
to the United States and Sweden, and this year an agree- 
ment covering the whole world was come to. The intention 
is to keep prices steady, but not, it is stated, to increase 
them. The first agreement with France was forced on 
Germany by the fact that, whereas between 1919 and 1923 
her sales of pure potash to the United States rose only 
from 700,000 to 1,190,000 d.c.’s of pure potash, France’s 
sales rose from 54,500 d.c. to 980,000 d.c. Sales at home 
were for a long time checked by shortage of agricultural 
credit, but in 1924 credits for purchase of potash (as 
well as nitre) by farmers, were organised through the 
Reichsbank. About 4o per cent. of potash produced is 
exported, and Germany uses more than the whole rest of 
the world. Total sales at home and abroad will this year 
exceed pre-war level :— 


D.c. of Pure Potash. 


Oia ck ceincrndeiieiiweteennianncnasen 
1923 KMIEenK ROOK heKesemeeNe. ne 
1924 ‘approximately)...ccesccceccescsescess 8,420,000 
19GG (estimated) o.cc csccsescicccccecercees TRAC 


Potash prices are to-day lower than before the war. The 
average price per d.c. of pure potash in 1924 was 14 marks, 
against about 18 marks in 1913, and 22 marks in 1890. 
Reorganisations with aim of economy have been made 
necessary. Many mines have ceased working, being com- 
pensated therefor by the Potash Syndicate. At the end 
of 1924 100 mines were not working, and 53 mines had 
undertaken not to reopen for 30 years. The present maxi- 
mum demand is put at 14,000,000 d.c. of pure potash, 
which can be produced by 40 or 50 of the best mines out 
of 218 in the syndicate. 

Chemicals and Dyes.—The chemicals and dyes branch 
is not prosperous. Production capacity is (with certain 
exceptions) greater than before the war, and a new 
synthetic nitre industry has grown up. While the home 
sales of certain chemicals have been reduced by declines 
in various branches of industry, export has been hemmed 
by foreign tariff measures, and still more so by competition 
from concerns newly founded abroad. The coal tar in- 
dustry, organised in the German Aniline concern, claims 
to have supplied 75 per cent. of the world’s demand for 
coal tar dves before the war; but as the result of new 
enterprise ‘in Britain, the United States, France, Japan, 
Italy, and other countries, Germany has lost her commer- 
cial predominance, though she claims to have retained her 
technical superiority. Financially most of the chemical 
companies are in a strong position, owing mainly to ex- 
tinction at small cost of their pre-war debts, and to the 
acquisition of new large values in the shape of unen- 
cumbered real estate and plant. The first gold-mark 
balance-sheets of six companies in the Aniline concern 
show real estate and plant worth 317 million marks, as 
against 181 million marks in 1913, while debenture and 
mortgage debts declined from 25 to 1.35 million marks. 
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The foreign trade balance in chemicals and dyes is rela- 
tively favourable, but this is mainly due to the fact that 
import of Chile nitre fell from 172 million marks in 1913 to 
3 million marks in 1924. The movement in dyes was: 
(Millions of Gold-Marks.) 


Imports. Exports. 


1913. 


1924. | 1913. 1924. 
21:04 . 


9°58 | 29811 195°7 
and the movement in chemicals and dyes of all sorts, in- 
cluding potash, as prepared for export :— 

——~Imports.-—— — 

1913. 1924. 1913. 1924 

510-15 170°74 989-22 585°76 

Textiles.—Ever since the war the textile industry has 

proved specially sensitive to variations in general trade 
conditions. Since the trade recovery of the second half 
of 1924 great activity has prevailed, and the unemplov- 
ment figure has been low. At times Saxon, 
times western, manufacturers have refused to accept 
orders except for long delivery terms. The activity is 
greatest in the cotton branch, and greater in spinning 
than in weaving. Before the war the value of the textile 
production was estimated at 5,300 million marks, and ex- 
ceeded that of coal, or iron and steel. Although, accord- 
ing to official estimates 10 per cent. of spinning and weav- 
ing capacity was lost under the Peace Treaty, the textile 
concerns have still the highest potential output, measured 
in values. Textile prices are in general above world- 
market prices, and this, and the duty- -free system imposed 
temporarily by the Peace Treaty, last year caused very 
large imports: ‘of Alsace-Lorraine ‘goods. Very long hours 
are worked in the textile branch, and wages are low. 
The cotton industry is still much less productive than 
before the war, but in part this is explained by the terri- 
torial losses. Imports of raw cotton in 1924 were 276,000 
metric tons, as against 195,217 tons in 1923; 315,303 tons 
in the ‘‘ Catastrophe Boom ”’ year, 1921 ; and 477,944 tons 
in 1913. The textile concerns are particularly short of 
working capital, but their reports for 1924 show that 
nearly all reaped fair profits, and dividends of 10, 12, or 
more per cent. were common. The present activity is 
mainly due to home buying. The export market is stiil 


~Exports.-— 


and some- 


unsatisfactory, and owing to the high home prices very 
large quantities of finished textiles, partly luxury qualities, 


have been imported of late. Imports of cotton and woollen 
yarn, by value, have of late greatly exceeded the pre-war 


figures, but this is largely accounted for by the great rise 
in prices :— 


(Millions of Marks.) 
-~-Imports.— 

1913. 1924. 
11621 .. 27628 
7209 .. 32275 .... 
10807 .. 23711 .... 
44-36 .. 111°65 


——Exports.-. 
1913. 1924. 
61:10 .. 32-42 
44650 .. 394-39 
90°64 .. 86°69 
271°55 .. 221:25 
Silk yarn 50°69 .. 2449 .... 17:04 .. 17:28 
Silk cloth 43°03 .. 5183 .... 14828 .. 130-40 


The foreign trade balance in all kinds of textiles, raw to 
finished, including clothing was :— 
————Imports.-——- 
1913. 1924. 1913. 1924. 
2,096°15 2,945-03 1,521-79 1,310-90 
As compared with before the war, the import surplus has 
increased nearly threefold. By its nature, the textile 
branch, for which most raw materials are imported, while 
most finished goods are home consumed, must show an 
import surplus; and it is a misfortune for the foreign 
payment-balance that the greatest price-rise has taken 
place in this branch. 

Other Industries.—The leather goods industry is fairly 
prosperous, but present activity in the boot and shoe 
branch is mainly confined to luxury sorts. The production 
of leather has of late exceeded the demand. Export of 
bocts and shoes has fallen to about 5 per cent. of produc- 
tion, as against 14 per cent. in the inflation years. In 
1924 4 million pairs of boots and shoes were exported, 
against 6 million pairs in 1923. The pottery and glass 
branch is tolerably active. The export of bottle glass has 
fallen heavily as compared with before the war. The paper 
industry is prosperous, its chief trouble being the insuffi- 
cient supply of paper-wood at moderate prices. The out- 
put of pulp and paper concerns when working at _ full 
capacity is about double the home consumption. Present 
maximum home consumption of wood paper is 250,000 
metric tons, maximum output 550,000 tons. Full capacity 


Cotton yarn 
Cotton cloth .... 
Woollen yarn.... 
Woollen cloth 


————— Exports.-_——_- 
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ot cellulose mills is 800,000 tons, of mechanical pulp mills 
675,000 tons. Exports, by weight, of pulp and paper 
declined in 192 4 but are again increasing. The rubber 
industry, which is mainly a home-consumption branch, js 
prosperous; in 1923 the net exports of rubber goods, 
with 17,177 tons, exceeded those of 1913, with 15,51¢ 
tons; but in 1924 net exports declined to 13,739 tons, 
Imports of rubber goods in 1924, by weight, were onl 
one-fifth of the pre-war figure. The re-export trade j 
raw rubber has badly fallen off, being 764 tons 1 
as against 3,972 tons in 1913. 

The foreign trade balances of the above branches are as 
follows : 


+ 
1924 


(Millions of Marks.) 

Imports.-~ Exports, 
1913. 1924. 1913. 

20°20 .. 14-44 .. 114-23 .. 

4091 .. 25°30 .. 268°72 .. 

68:58 .. 61°78 .. 263°72 .. 

. 170-50 .. 6451 .. 1935'17 .. 


(4) PRICES AND COST OF LIVING. 
Reliable price statistics have been compiled on|) 
the currency stabilisation. Before that statistics 
paper marks. The ‘‘ gold”’ prices issued during part of 
the inflation period were unreliable, being obtained by 
converting paper mark prices at curre nt gold (dollar) ex- 
change, a method almost useless, owing to the fact that 
at times the exchange varied 100 per cent. 
With exception, however, of times of 
exchange recovery, gold prices were 
market level until well on in 1923. 
stabilisation they rose enormously ; 
fall, followed by the moderate fluctuations usual with a 
fully stable currency. In the late spring of 1924 an avowed 
policy of depressing prices by means of credit and currency 
restrictions was pursued by the Reichsbank with some 
success, but an upward movement followed. High an¢ 
low panes of the official wholesale price index are :— 
1000 
1173 


Boots and shoes 

Potbery ONG lags .....o6sc0ss0nce 
Paper industry products 
Rubber, raw and manufactured 


272'3] 


7467 


since 
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in one day. 
temporary mark 
below the world- 
Immediately after the 
after which came 3 


April .. 
June 
The cost-of-living index is imperfect. Until March, 1925, 
appeared an index which was admittedly on a wrong basis, 
showing the cost lower than was correct. This index has 
bcen revised, and retrospectively corrected, but only back 
to» February, 1925. The old index, however, 
shows the relative movement :— 
Old Index. 
100 
110 
104 
116 
124 
1251 


correct! 


New Index. 


1913-14 100 


1924, January 
» February 
» duly 

1925, January : 

February 1356 

1367 

; 138°3 
A factor in the increase in the cost a living is the _ 
restoration of rents. Until early in 1924 no net re! 

(landlord’s profit) and practically no gross rents were pal 
To-day rents (Berlin) are 78 per cent. of the pre-war leve! 

As the present housing law requires the gradual increas 

of rents until the pre-war level is reac hed, a further ms 

in the cost of living is likely. 
(5) WAGES. 

Wages, like prices, in the inflation years cannt! 
be given. Gold wages, except, perhaps, during tet 
porary periods of mark recovery, were extremely |v 
and real wages, though higher as compared with befor 
the war than nominz al wages owing to the low gol 
cost of living, were still much below the pre-war le\' 
Immediately before the correction of the cost-of-livitg 
index, real wages were shown as being a little higher th : 
be fore the war, but the correction set them materia!} 
back. During the inflation period the difference betwe” 
wages of skilled and unskilled workmen was much smal . 
than before the war; but of late the difference )* 
increased. ' 

Immediately after the currency stabilisation wat” 
(thenceforth paid in stable, and for practical purposes £0" 
marks) began to rise. In June, 1924, the average nents nd 
skilled workman’s wage, with 34.56 marks a week, f : 
exceeded the average 34.35 marks of 1013; but the 
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24.43 marks, exceeded already in April 
the pre-war 24 marks. At the end of 1924 the skilled 
average wage reached 36.52 marks, unskilled 27.69 marks. 

hese figures are mostly for workmen working not longer 
than 48 hours; wages for men working longer than 48 
higher. 


skilled wage, with 


hours are 
1925, in nine industries taken 
were :— 


Average wages in March, 
together, and in five of these separately, 


Skilled. — Unskilled-—— 

Hourly, Weekly. Hourly. Weekly. 

Pf. M.pf. Pf. M.pf. 

AU IMB i ainia vaaieen tl Oris «vs: S06 « Ge 

MINING 5640 %0a00%e- SO «cs GSB «.» 532 .- SS 

MIME 546n%5%% 680% 786 39°51 ee 53:8 eo ate 
Text iles— 

Me: cs kakuwbeans i a 

WOMON § issvaees 45°3 a 21:74 gAat 35°] Pe 16°85 

Chemicals...... a 170 «« Cote «cae GOF «2c FAG 

PQORRS cAiciebesawawas <i ne soos} «=6OSOtCi(is( «(CS 

The weekly wages are mostly for 48 hours’ work, or 


slightly less; but for the metal workers in certain districts 

: hours, and for surface mining employees 60 hours. 

‘Owing to the small rise since 1913 In nominal wages 
(for skilled workmen from 34-35 marks to 39.79 marks, 
and for unskilled from 24 marks to 29.98 marks), taken 
tcgether with the much greater rise in the cost of raw 
materials, in taxation, and in other cost factors, the propor- 
tion of wages to total production cost is lower than before 
the war. In December, 1924, the percentage of wages in 
the wholesale price of cotton yarn was put at 3.8, and in 
April, 1925, at 2.8, as against 6.6 in the first half of 1924. 
In cotton cloth the respective percentages were 6.8, 5.5, 
and 12.6. The decline in the loan percentage in those 
industries, the raw materials for which have risen less in 
price than textiles, is not so great. 

In spite of low wages and hard living conditions, Labour 
has been increasingly quiet; and with exception of the 
Ruhr coal strike of early 1924 no conflict of great dimen- 
sions has taken place for a long time. In 1923 (for 1924, 
no statistics) were 2,200 strikes and lock-outs, involving 
a loss of 15,171,773 working days. 

\ny comparison with British wage rates in general is 
impossible; so far as specified industries are concerned 
the following figures (given by the Ministry of Labour in 


the February issue of the Gaz sette) may be quoted as 
giving representative rates for December, 1924 :— 
Mining (average earnings per shift)— s a 
Highest (Yorks and Sunderland) .............. ll 8 
Loweet (NOTCHGIMDOTIANG) 6.6665. sce ces cscece 9 5 
Engineering (weekly time rates) — 
eS EP eee er ere eee eee. Teer re 56 6 
I arcig ea nin eiMaicsvinsbo Soa an's WeSelaiwianrs 490 2 
Shipbuilding (weekly time rates) 
RIOD sit ws cuueeie sees tua nees@inasaows 55° 7 
RUNRMIREME Ye orareig tic sivialae¥ sWWAS Aid ARYA ERA 2A se § 
Textiles (average weekly rate)...........0.0008 about 40 0 
Boot and shoe— 
I SENG NC Ses cafes cr nat Auaiata teenie Wi eee loi ardisl anes 60 0 
MOMMY 9 G.5 orc: d potas be aia cS Kia Swe SSN Ns onan Ss 36 0 
Building — 
Pre erence anisaaeie ee winaes ialiskien tae 
UOMSKINET 266000000 ee rere eaaakes os Se 8 
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The general rise in British weekly full-time rates was put 
while the cost of living 

‘abowe e pre-war. 

Working Hours.—No recent official statistics of work- 


by the Ministry at 70 per cent., 


index for June was 72 per cent. 


ing hours have been issued. Late in 1923 the Marx 
Cabinet issued a Decree practically abolishing the com- 
pulsory eight hours’ system, which had been in force 


The Decree enacted that io hours 
might be worked in trades which were not unhygienic or 
In any particular trade 1o hours might be 
proclaimed as permissible either by agreement between 
employers and employed or by the public authorities. The 
19 hours’ day largely returned, mainly in the textiles and 
heavy metal branches ; 1n the latter the two shifts per day 
system replaced the three shifts. The Luther Cabinet 
modified this Decree, and the eight hours’ day has been 
restored in blast furnaces and cokeries ; but already hours 
were shortening under influence of Socialist and trades 


since November, 1918. 


dangerous. 


union pressure. The last statistics, compiled by the 
General Trade Unions Association, refer to November, 
1924. They are based on a census of 51,166 industrial 


concerns in seven chief industries :— 


Working Longer Than Thereof Longer Than 






































48 Hours. 54 Hours. 
Concerns. Employees. | Concerns. | Employees. 
sain . Seti - ore | se 
All seven industries 24: 3 45:4 4:5 | 10:7 
Metal branch...... 39:0 53:1 10°38} 166 
Chemicals ........ 38:7 388 102 | 59 
PPOMUEION™ 6i00800%ee 65°1 66:0 1°5 x3 
Boot...seeeeeeeees 59 81 05 0-2 


The percentage of employees in all seven edentoion work- 
ing over 48 hours was 54.7 in an earlier (May) census. 
The percentage working over 54 hours was then 13. The 
Government is preparing a law definitively regulating the 
working hours question, which, it declares, will embody 
the ‘‘ principles ’’ of the Washington Agreement. 

Employment.—Employment greatly improved after 
February, 1925. The average percentage of unemployed 
niembers ‘of trades unions in the last pre-war year was 2.9. 
In March, 1925, it was 5.8, but the absolute number of 
unemployed has fallen greatly since then. The number 
of publicly supported unemploved has varied enormously 
the war. The more important high and low points, 
movement for this year so far are :— 


SINCE 
and the 


1918—-December ...... 501,610} 1923—August........ -- 139,016 
1919—February........ 1,076,368 December ...... 1,464,447 
1990—June...... eeseee 271,660 1924—February . 1,588,939 
1921— March ..... weeee 426,619 June. wiekeenres 208,258 
December ...-.. 149,337 August . eieeeaecne: Cee 
1922—March ...... eves Gbajoao September ...... 566,957 
September wee 11,671 November ...... 426,729 
1923—February ...... 150,220 1925—February ...... 593,024 
Maroh .cccscesee TORS June (15th)...... 214,092 


Ihe figures from and including March, 1923, to August, 
1924, are for unoccupied territory only. According to offi- 
cial statements, there were 1,500,000 unemployed in 
eccupied territory at the close of 1923. 





GERMANY AND COMMERCIAL COMPETITION. 


(1) PAYMENTS ABROAD. 

Before any opinion can be formed as to the effect of 
Germany's payments upon world trade, it is first necessary 
to consider whether the sum received in Reparations can 
ever be paid abroad, and if so, in what form. In other 
words, this means will Germany be able to create an export 
surplus, and if so, of what size? In this connection a 
rccent American investigation summarises the pre-war 
position of Germany thus :—Her actual trade showed an 
adverse balance of 1.7 milliards a year in the decade pre- 
ceding the war. Her earnings on foreign investments, 
shipping, banking, and other services, though difficult to 
estimate, are at approximately 2.1 milliards, leaving about 
4 milliards available in the ten years for foreign invest- 
ment. To-day the items commonly described as invisible 
exports are greatly reduced, a current estimate putting 
them at about 500 millions, against over 2 milliards before 
the war. On the other hand, German property and under- 


takings have been sold in great numbers to foreigners, 
and it is estimated that this figure of earning is com- 
pletely offset by the interest which she now owes abroad. 
She has, therefore, nothing to help her to pay the debit 
balance on her visible trade, which amounts to-day to 2 
milliards. This is the leeway to be made good either on 
physical trade or by means of invisible items before she 
begins to create an export surplus. 

She has not, however, to provide the whole of the Dawes 
annuities abroad. The armies of occupation and the cost 
of administering various schemes is mostly incurred in 
Germany. These items are a substantial part of immediate 
payments, but are, of course, comparatively small in re- 
lation to the final total under the Dawes Plan. 

The problem is greatly eased by payments in kind and 
the Reparation Recovery Act. Both of these devices mean 
that the Allies get these payments regardless of the needs 
of commerce. It increases the competition in private trade 
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for exchange, and if Germany is endeavouring to import 
an unduly large amount, it will force the Bank to take 
action to protect the value of German currency by manipu- 
lation of the money market, by rationing exchange, by 
moving the Government to check exports by licensing or 
tariffs, or by other means. Having first secured some of 
their debt in foreign money, the Allies may force Germany 
into the position of protecting her currency. This is a 
very different thing from assuring that the German 
Government will actively take steps to create a large export 
surplus for the Allies. How this is to be done remains an 
unsolved problem. It would not be surprising to find 
that in fact the transfers abroad may be limited to the 
amount paid in kind or by the Reparation Recovery Act. 
In this connection attention should be directed to the 
Report of Sir Josiah Stamp to the Brussels Conference, 
in which a not unhopeful view of the transfer question 
was taken—subject, of course, to important provisos. 
Before leaving this subject, it is worth noting the great 
contrast between the positions of France and Germany re- 
spectively. In the latter the Budget position is easy, but 
the facility for making transfer abroad very restricted. 
In the former the trade position would permit consider- 
able payments abroad; the difficulty is to get a Budget 
surplus in view of the fact that France’s internal war debt 
has only partially been written off by inflation; her 
expenditure on armaments remains at a high figure, and 
she has had to add greatly to her debt by paying the cost 
of restoring the devastated areas out of her own pocket. 


(2) THE ABILITY TO RECEIVE PAYMENT. 
In the second place, the effect upon the receiving coun- 
tries must be considered. 


It is sometimes assumed that receiving goods for 


nothing will put out of work those who would have made 
these goods. This is only part of the truth. Free receipts 
by a nation add to its wealth and are a net addition to its 
consuming capacity. In the case of reparation receipts, 
for example, they will either enable the Government to 
repay debt or to reduce taxation. In any case, the funds 
in the hands of the public will be increased, while the 
Government will still pay its way. 

Taking the world generally outside Germany, the effect 
of reparation payments is to increase total demand, but 
to create a change in the character of the trade done. If 
the payment from Germany is made by an increase in her 
exports, there is an excess production of the type of goods 
Germany produces—chemicals, metallurgical products, 
electrical apparatus, &c. It is unlikely that increased total 
payment will express itself in increased demand for these 
particular articles. Similarly, if Germany pays by import- 
ing and consuming less, certain trades abroad will have a 
diminished market. Unless the recipients of reparations 
spend their money where Germany would have done, there 
is again a disturbance of trade. As a matter of fact, such 
disturbances are likely to be increased by unwise use of 
reparation payments, and particularly payments in_ kind. 
Thus France is alleged to be selling coke at 119f for which 
Germany is credited with 145f a ton. In other words, the 
allocation of reparations in kind is used as a direct sub- 
sidy to a particular industry. 

But there are two considerations which diminish any 
fears which we might be likely to entertain. The first is 
that the Dawes annuities will only gradually increase, even 
under the full scheme, and dislocation will, therefore, not 
be sudden. The second is that it is very difficult to con- 
ceive ways of artificially stimulating Germany’s exports 
without depreciating her currency. The necessary export 
margin is more likely to be secured by positive measures 
for checking her imports than for stimulating her exports, 
and therefore it is conceivable that even the ultimate effects 
on the receiving countries will be very small. From the 
annuities have to be deducted cost of administration and 
the cost of the armies of occupation. Even on the very 
favourable assumption that the annuities are paid in full 
(i.e., ignoring for the moment the difficulty of making 
transfers), it may be that half of this might be met by Ger- 
man imports being, say, 50 millions sterling less than they 
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otherwise would be and German exports, say, 50 millions 
more. This last figure is not an enormous one in compari- 
son with the world’s export trade in manufactured goods, 
The exports of the chief countries of the world before the 
war amounted to 2,326 million sterling, of which some 1,300 
millions represented manufactured goods. On the assump- 
tion of a 66 per cent. increase in gold prices, this means 
that if trade were equal to that of 1913, the value to-day 
would be 3,876 for total exports and 2,160 for exports of 
manufactured goods. An increase in Germany’s exports 
of 50 millions represents 2} per cent. of this latter total. 
If the world recovers to something like normal conditions 
by 1932, the volume of the exported manufactures of the 
chief industrial countries ought to have risen by at least 
15 per cent. as compared with 1913. On pre-war pro- 
portions, Germany should get 3} per cent. of this increase; 
if she is to have an additional 50 millions of exports, she 
must have nearly 6 per cent. of it. Other countries will 
have their share correspondingly reduced. 


(3) PRESENT COMPETITION FROM GERMANY. 
The figures given in the previous part will have indi- 
cated to the reader what are the strong and weak points 
respectively in the German situation. It was there indi- 
cated that the foreign trade figures of Germany are not 
entirely to be relied upon. We may supplement them 
from our own figures of British trade with Germany. These 

are given in the following table :— 

BrRITIsH TRADE WITH GERMANY. 
(Quarterly Totals.) 


Imports from Exports to Re-exports 
Germany. Germany. to Germany. 
1922— £ £ £ 
January-March 5,475,462 5,410,053 4,708,029 
April-June 6,539,690 8,820,536 5,517,572 
July-September 6,685,789 .. 10,153,330 3,417,873 
October-December.. 7,823,586 .. 7,691,773 3,342,292 


1923— 
January-March 8,643,078 
8,287,015 


April-June 
July-September 8,523,854 
9,546,969 


October-December.. 
6,731,115 


1924— 
January-March 
April-June 7,675,371 
July-September .. 10,918,567 
October-December.. 11,571,687 
1925— 


January-March 


-- 8,541,911 
.. 12,254,741 
. 12,217,823 

9,555,591 


-- 10,013,570 
. 12,893,842 
- 8,108,144 

-- 11,629,127 


4,061,225 
6,327,371 
3,919,468 
3,958,310 


9,369,573 
8,602,718 
$,320.771 
7,619,113 


- 10,854,078 .. 11,854,505 .. 8,605,222 

In 1913 the quarterly averages were £20 millions, 410 
millions and £5 millions for imports, exports, and re- 
exports respectively. Allowing for the change in values, 
these figures at to-day’s prices would be equivalent to £30 
millions, 4,21 millions, and £:7 millions respectively. These 
figures show that exports from Germany to this country 
are very much below normal. Our imports to Germany are 
much nearer normal, and our exports of colonial produce 
are practically normal. 

Looking at the total trade of the two countries, and 
without attempting to give exact figures, we may say 
that after allowing for the fact that present-day Germany 
is 10 per cent. smaller than pre-war Germany, that the 
exports of Germany to-day represent more than 60 per 
cent. of her pre-war exports; those of Great Britain repre- 
sent 80 per cent. of pre-war exports. Both countries are 
suffering from reduced trade, but Germany’s exports are 
still far more restricted than those of this country. 

If the report about German industry given in Part III. 
is compared with our own condition, the point that will 
strike the reader most forcibly is that those industries are 
most depressed in Germany that are also depressed in this 
country. Coal has been hit not only by general industrial 
depression, but by the competition of other sources of 
power. Iron and steel are under the weather, mainly be- 
cause the world’s expansion outside the United States 1s 
still seriously checked, and the industry, which above all 
provides capital goods, is therefore unusually quiet. Ship- 
building all over the world is suffering from the general 
reduction in the total of the world’s trade, and from the 
expansion of shipbuilding facilities due to the war. This 
aspect of the situation is fully explored in the survey by 
the Balfour Trade Committee, which has been published 
this week, and is analysed in the current issue of the 
Economist. 
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